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Background 

The  Office  of  the  Comptroller  of  the  Currency  (OCC) 
was  established  in  1863  as  a  bureau  of  the  Department 
of  the  Treasury.  The  OCC  is  headed  by  the  Comptroller 
who  is  appointed  by  the  President,  with  the  advice  and 
consent  of  the  Senate,  for  a  5-year  term. 

The  OCC  regulates  national  banks  by  its  power  to: 

•  Approve  or  deny  applications  for  new  charters, 
branches,  capital  or  other  changes  in  corporate  or 
banking  structure; 

•  Examine  the  banks; 

•  Take  supervisory  actions  against  banks  which  do 
not  conform  to  laws  and  regulations  or  which  other¬ 
wise  engage  in  unsound  banking  practices,  includ¬ 
ing  removal  of  officers,  negotiation  of  agreements 
to  change  existing  bank  practices  and  issuance  of 
cease  and  desist  orders;  and 

•  Issue  rules  and  regulations  concerning  banking 
practices  and  governing  bank  lending  and  invest¬ 
ment  practices  and  corporate  structure. 

The  OCC  divides  the  United  States  into  geographical 
areas  which  are  currently  being  reorganized.  The  reor¬ 
ganization  began  on  January  1,  1983.  and  will  take 
place  over  an  18-month  period  The  OCC  will  change 
the  geographic  boundaries  of  its  field  operations  by 
consolidating  12  regions  into  six  districts. 

The  Office  is  funded  through  assessments  on  the 
assets  of  national  banks 


The  Comptroller 

C.  T  Conover  became  the  25th  Comptroller  of  the 
Currency  on  December  16,  1981. 

By  statute,  the  Comptroller  serves  a  concurrent  term  as 
a  Director  of  the  Federal  Deposit  Insurance  Corpora¬ 
tion,  a  member  of  the  Federal  Financial  Institutions 
Examination  Council  and  a  nonvoting  member  of  the 
Depository  Institutions  Deregulation  Committee. 

A  former  management  consultant,  Mr.  Conover  has 
dealt  extensively  with  commercial  banks  and  other 
financial  institutions  and  has  concentrated  on  solving 
problems  in  the  areas  of  strategic  planning,  financial 
management  and  operations  improvement. 

He  received  a  B  A.  degree  from  Yale  University  in  1960 
and  an  M  B  A.  in  finance  from  the  University  of  Califor¬ 
nia  at  Berkeley  in  1965. 


The  Quarterly  Journal  is  the  journal  of  record  for  the  most  significant  actions  and  policies  of  the  Office  of  the  Comptroller  of 
the  Currency  It  is  published  four  times  a  year  in  March,  June.  September  and  December.  The  Quarterly  Journal  includes 
policy  statements,  decisions  on  banking  structure,  selected  speeches  and  testimony,  material  released  in  the  interpretive 
letters  senes  summaries  of  enforcement  actions,  statistical  data  and  other  information  of  interest  to  the  administration  of 
Suggestions,  comments  or  questions  may  be  sent  to  the  Communications  Division,  Office  of  the 
of  the  Currency,  Washington.  DC  20219  Subscriptions  are  available  for  $50  a  year  by  writing  to  the 
OJ.  Office  of  the  Comptroller  of  the  Currency.  Washington,  DC  20219 
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Operations  of  National  Banks 


The  economy's  robust  9  7  percent  growth  in  the 
second  quarter  of  1983  made  up  for  its  lackluster  first 
quarter  increase  of  2.6  percent.  That  first  quarter  rate 
was  well  below  the  7  percent  average  seen  in  the  first 
quarters  of  the  last  several  recoveries.  The  second 
quarter  increase  in  GNP,  however,  was  the  largest  in  5 
years  and  corporate  profits  reached  an  8-year  record. 

Statistics  more  closely  related  to  banking,  however, 
showed  less  dramatic  and  more  mixed  results.  Al¬ 
though  corporate  profits  and  cash  flow  improved, 
short-term  business  borrowing  was  weak.  At  the  same 
time,  however,  consumer  installment  credit  expanded 
16.5  percent — half  of  which  was  automobile  borrow¬ 
ing. 

The  prime  rate  remained  unchanged  at  10  1/2  percent 
through  the  second  quarter,  but  other  rates  directly 
tied  to  bank  cost  of  funds  rose.  As  a  result,  net  interest 
margins  narrowed.  Increases  in  loan  loss  provisions 
and  overhead  expenses  offset  strong  gains  in  non¬ 
interest  income,  resulting  in  a  modest  rise  in  net 
income.  Nonetheless,  income  before  securities  gains 
(losses)  as  a  percent  of  average  assets  declined  from 
year-ago  levels. 

For  large  banks,  the  second  quarter  of  1983  saw  a 
decline  in  average  profitability  and  dollar  income. 
Those  are  the  367  banks  with  more  than  $300  million  in 
total  assets.  For  the  remaining  4,346  national  banks, 
dollar  income  increased  but,  because  of  asset  growth, 
average  profitability  declined 

Net  income  of  all  national  banks  during  the  first  half  of 
1983  was  $4.4  billion,  up  9.4  percent  from  the  first  half 
of  1982.  Income  before  securities  gains  (losses)  in¬ 
creased  only  2.2  percent. 

During  the  second  quarter,  however,  net  income  de¬ 
clined  7  percent  as  a  result  of  the  1 0.5  percent  decline 
registered  by  large  banks.  Small  banks  reported  an 
earnings  increase  of  1.7  percent 

Dividends  on  both  common  and  preferred  stock  for  all 
national  banks  rose  17.6  percent  to  $19  billion.  The 
average  large  national  bank  paid  out  39  percent  of  net 
income  as  cash  dividends  during  the  first  half  of  1983, 
down  from  41  percent  for  the  first  half  of  1982  For 
small  national  banks,  the  payout  increased  from  24 
percent  to  28  percent. 


During  the  year  ending  in  June  1983.  interest  rates 
declined  considerably  The  prime  rate,  which  was  at 
10  1/2  percent,  had  averaged  16  1/2  percent  in  June 
1982  However,  banks  realized  most  of  the  earnings 
benefit  from  that  decline  in  the  first  quarter  of  1983 

Because  the  prime  rate  was  constant  increases  in 
other  rates  closely  tied  to  bank  cost  of  funds  caused 
pressure  on  bank  net  interest  margins  For  example, 
the  monthly  average  cost  for  federal  funds  rose  35 
basis  points  between  May  and  June 

One  of  the  best  overall  measures  of  final  earnings 
impact,  net  interest  income  relative  to  average  earning 
assets,  declined  for  both  large  and  small  banks  from 
June  30,  1982.  For  large  banks,  that  measure  fell  from 
5.12  percent  for  the  first  half  of  1982  to  4  93  percent 
for  the  same  period  of  1983.  Small  banks  declined 
from  5.77  to  5.61  percent 

Non-interest  income  of  all  national  banks  rose  almost 
20  percent  since  June  1982,  spurred  in  part  by  25 
percent  gains  in  both  service  charges  and  other 
operating  income. 

During  the  first  half  of  1983,  national  banks’  provisions 
for  loan  losses  increased,  reflecting  the  lagged  effects 
of  the  recession  on  the  banking  system  Those  provi¬ 
sions  increased  $800  million,  or  39  percent,  to  $2.9 
billion  between  midyear  1982  and  midyear  1983  The 
increase  for  large  banks  was  36.5  percent  and  for 
small  banks,  56.2  percent 

During  the  second  quarter  of  1983,  national  banks' 
provisions  increased  14  percent — at  the  same  rate  as 
charge-offs  (net  of  recoveries).  Small  banks'  charge- 
offs,  however,  increased  three  times  as  fast  as  their 
provisions. 

Total  overhead  expenses  increased  $1  8  billion,  or  10 
percent,  between  June  1982  and  June  1983  Salaries 
rose  10.5  percent,  occupancy  expense  14  percent 
and  other  operating  expenses  7.8  percent— all  well 
above  the  2  6  percent  rise  in  the  Consumer  Price 
Index  experienced  over  the  same  period 

Overhead  expenses  for  large  and  small  banks  grew 
9  4  percent  and  14  5  percent,  respectively  during  the 
year  ended  June  30,  1983  In  the  second  quarter  of 
1983,  that  rate  accelerated  to  10  4  percent  (annua¬ 
lized)  for  large  banks  but  slowed  to  12  5  percent  for 
small  banks 
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4ssefs  liabilities  and  capital  accounts  of  national  banks,  June  30.  1982  and  June  30,  1983 

(Dollar  amounts  in  millions) 


June  30  1982 

4.507  banks 

June  30  1 983 

4.713  banks" 

Change  June  30 
1982  June  30 

1983  Fully 
consolidated 

Consolidated 
foreign  and 
domestic 

Domestic 

offices 

Consolidated 
foreign  and 
domestic 

Domestic 

offices 

Amount 

Percent 

Assets 

Cash  and  due  from  depository  institutions 

$  202  225 

$1 1 1 .750 

$  210  601 

$  121,960 

$  8.376 

4  1 

U  S  Treasury  securities 

Obligations  of  other  U  S  government  agencies  and  corporations 
Obligations  of  states  and  political  subdivisions 

All  other  securities 

48,756 

34,383 

80.736 

16  539 

48,585 

34,356 

80,107 

11,281 

73,967 

37.414 

80  843 
22.296 

73,837 

37,384 

80,266 

15,984 

25,211 

3,031 

107 

5,757 

51  7 

8  8 

1 

34  8 

Total  securities 

180,414 

174  329 

214,520 

207,471 

34,106 

189 

Federal  funds  sold  and  securities  purchased  under  agreements  to  resell 

48  601 

48,025 

58.762 

58  565 

10.161 

20  9 

Total  loans  (excluding  unearned  income) 

Allowance  for  possible  loan  losses 

694,243 

7,554 

556  426 
7.339 

741,657 

8.750 

604,105 

8,502 

47,414 

1,196 

68 

158 

Net  loans 

686  689 

549,087 

732,908 

595.603 

46,219 

6  7 

Lease  financing  receivables 

Bank  premises  furniture  and  fixtures,  and  other  assets  representing 
bank  premises 

Real  estate  owned  other  than  bank  premises 

All  other  assets 

10.692 

18  795 
1,873 
75,963 

8  889 

17,532 

1,781 

75,549 

10,788 

20,736 

2,989 

73,654 

8.949 

19,260 

2,906 

89,556 

96 

1,941 

1,116 

-2,309 

9 

103 
59  6 
-3  0 

Total  assets 

1  225  253 

986.943 

1,324  958 

1,104,270 

99,705 

8  1 

Liabilities 

Demand  deposits  of  individuals,  partnerships  and  corporations 

Time  and  savings  deposits  of  individuals  partnerships  and  corporations 
Deposits  of  U  S  government 

Deposits  of  states  and  political  subdivisions 

All  other  deposits 

Certified  and  officers'  checks 

153,075 

472.105 

3,186 

43,537 

41,869 

6,881 

153,075 

472,105 

3,186 

43.537 

41,869 

6,881 

166,529 

541,230 

1,861 

43,943 

43,436 

8,269 

166,529 

541,230 

1,861 

43,943 

43,436 

8,269 

13,454 

69,125 

-1,325 

406 

1,567 

1,388 

8  8 

14  6 
-41  6 

9 

3  7 
20  2 

Total  deposits  in  domestic  offices 

720  653 

720  653 

805,268 

805,268 

84,615 

11  7 

Demand  deposits 

Time  and  savings  deposits 

194,355 

526.299 

194,355 
526  299 

210,375 

594,893 

210,375 
594  893 

16,020 

68,594 

82 
13  0 

Total  deposits  in  foreign  offices 

219,225 

0 

211,339 

0 

-7,886 

-36 

Total  deposits 

939  878 

720,653 

1,016,607 

805  268 

76,729 

8  2 

Federal  funds  purchased  and  securities  sold  under  agreements  to 
repurchase 

Interest-bearmg  demand  notes  issued  to  U  S  Treasury 

Other  liabilities  for  borrowed  money 

Mortgage  indebtedness  and  liability  for  capitalized  leases 

All  other  liabilities 

1 12,199 

4  380 
21,194 
1,646 
73.827 

111,913 

4,380 

10,252 

1,629 

66,228 

1 16,319 
13,591 
25,424 
1,712 
72,533 

116.065 

13,591 

13  915 
1,702 
75,200 

4,120 

9.211 

4,230 

66 

-1,294 

3  7 
2103 

20  0 

4  0 
-1  8 

Total  liabilities 

1,153,125 

915,056 

1,246,187 

1.025,740 

93,062 

8  1 

Subordinated  notes  and  debentures 

3,510 

3  267 

3,728 

3  487 

218 

62 

Equity  Capital 

pr<3f»5rmrj  Stock 

Common  stock 

102 

13  206 

20  620 

102 
13  206 
20  620 

150 

13.870 

22,184 

150 

13.870 

22,184 

48 

664 

1.564 

47  1 
50 

7  6 

ijncjiy  ded  profits  and  reserve  for  contingencies  and  other 

capi'ai  reserves 

34.691 

34.691 

38,839 

38  839 

4,148 

120 

Total  equity  capital 

68,619 

68619 

75,043 

75,043 

6.424 

94 

Tot  a  at>  ’  ns,  1  ibordmated  notes  and  debentures  and 

1.225  253 

986  943 

1  324  958 

1  104  270 

99  705 

j'orj  r  at'ona  trust  companies  and  two  national  banks  which  failed  to  file  reports 
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In  the  second  quarter  of  1983,  small  banks'  average 
ratio  of  overhead  expenses  to  average  assets  was 
3.62  percent,  up  sharply  from  3.37  percent  in  the  first 
quarter  of  1983  and  3.27  percent  in  the  first  half  of 
1982. 

Consolidated  foreign  and  domestic  assets  of  all  na¬ 
tional  banks  at  the  end  of  the  first  half  of  1983  were 
$1.3  trillion,  up  2  percent  from  year-end  1982  and  8 
percent  from  June  30,  1982.  Consolidated  assets  of 
large  banks  grew  9.8  percent  between  June  30,  1982 
and  June  30.  1983.  The  comparable  rate  for  small 
banks  was  14.4  percent. 

Lackluster  lending  opportunities  led  banks  to  continue 
to  invest  heavily  in  securities.  National  banks  reported 
a  $15  billion,  or  25  percent,  increase  in  U.S.  Treasury 
securities  for  the  first  half  of  the  year.  This  increase 
was  responsible  for  almost  all  of  the  $16  billion,  or  8 
percent,  increase  in  total  securities.  National  bank 
holdings  of  U.S.  Treasury  securities  increased  by 
$25.2  billion,  more  than  52  percent  in  the  year  ending 
June  30,  1983  During  the  same  period,  total  securities 
holdings  rose  by  $34  billion,  or  19  percent. 

Net  loans,  however,  increased  only  1.7  percent  from 
year-end  1982  and  6.7  percent  from  June  1982. 
Almost  all  of  the  increase  during  the  first  half  of  1983 
occurred  during  the  second  quarter.  Thus,  the  upturn 
in  the  economy  did  not  produce  significantly  larger 
volumes  of  loans  and  the  first  half  of  1983  was,  as  one 
analyst  characterized  it,  one  of  expansion  with  cyclical 
loan  demand  yet  to  begin. 

The  residual  effect  of  the  most  recent  recession  on 
asset  quality  was  obvious  during  the  first  half  of  the 
year.  Net  charge-offs  for  all  national  banks,  for  exam¬ 
ple,  increased  $902  million,  or  68  percent,  to  $2.2 
billion  from  the  first  half  of  1982. 

During  the  second  quarter  of  1983,  charge-offs  for  all 
national  banks  increased  14  percent.  The  increases 
were  1 1 .6  percent  for  large  banks  and  31  percent  for 
small  banks. 

For  all  national  banks,  total  provisions  of  $2.9  billion 
exceeded  charge-offs  in  the  first  half  of  1983  with 
provisions  of  $1.28  for  every  $1.00  charged  off  For 
large  banks,  the  provision  was  $1.26  for  every  $1.00 
charged  off  while  for  small  banks  the  figure  was  $1 .40 

During  the  first  half  of  1983,  national  banks'  allowance 
for  possible  loan  losses  increased  8  4  percent  to  $8  8 
billion.  In  both  large  and  small  banks,  that  allowance 
coverage  of  total  loans  improved  over  the  period  At 
the  end  of  June,  average  large  bank  reserves 
equalled  1.2  percent  of  loans  while  average  small 
bank  reserves  amounted  to  1  4  percent  of  total  loans 


Data  on  past  due,  nonaccrual,  and  renegotiated  loans 
and  leases  became  available  to  the  public  on  an 
individual  bank  basis  starting  with  the  June  1983  call 
Those  aggregates  provide  the  public  a  new  measure 
of  national  bank  asset  quality 

For  large  banks,  which  report  by  type  of  loan,  on  June 
30,  non-performing  loans  were  2  75  percent  of  real 
estate  loans,  4  65  percent  of  commercial  and  industri¬ 
al  loans,  0  72  percent  of  loans  to  individuals  5  28 
percent  of  farm  loans,  and  3.91  percent  of  foreign 
office  loans.  Overall,  large  national  banks  reported 
$27.6  billion  of  such  loans,  which  on  average  were 
3.06  percent  of  their  total  consolidated  loans  and 
leases  at  the  end  of  June  1983.  For  the  average  large 
bank,  they  also  amounted  to  1  66  percent  of  average 
large  national  bank  assets  For  small  banks,  non¬ 
performing  loans  and  leases  totalled  $3.2  billion,  and 
were  for  the  average  small  bank  1  07  percent  of 
assets 

For  all  national  banks,  the  total  of  $30.8  billion  in  non¬ 
performing  loans  and  leases  at  the  end  of  the  first  half 
of  1983  was  3.6  percent  above  the  first  quarter  level 
Large  banks  experienced  a  3.8  percent  increase  and 
small  banks  a  1.5  percent  increase 

National  banks  with  financial,  operating  or  compliance 
weaknesses  that  warranted  a  higher  than  normal 
degree  of  supervisory  concern  at  the  end  of  June 
1983  totalled  514,  or  1 1  percent  of  all  national  banks 
These  banks  held  assets  of  $138  billion,  or  10  4 
percent  of  all  national  bank  assets.  National  banks 
requiring  special  supervision  were  up  33  percent  from 
year-end  1982  and  71  percent  from  June  1982 

The  most  significant  changes  to  the  liability  structure 
of  national  banks  occurred  during  the  first  quarter  of 
1983  when  $112  billion  flowed  into  the  newly  autho¬ 
rized  money  market  deposit  accounts  (MMDAs)  and 
$1 1 .4  billion  into  the  new  Super  NOW  accounts.  Since 
the  bulk  of  these  funds  came  from  other  deposit 
accounts,  the  net  change  in  total  time  and  savings 
deposits  during  the  first  quarter  was  only  $18  billion 

During  the  second  quarter  of  1983,  MMDAs  for  all 
national  banks  rose  10  2  percent  to  $123  billion,  and 
Super  NOW  accounts  rose  13  percent  to  $12  8  billion 
Those  increases  included  an  $8  3  billion,  or  10  per¬ 
cent,  increase  in  MMDAs  and  an  $832  million,  or  13  1 
percent,  increase  in  Super  NOWs  held  in  large  nation¬ 
al  banks. 

Aggregate  equity  capital  for  national  banks  increased 
4  6  percent  and  assets  increased  2.1  percent  during 
the  first  half  of  1983.  thereby  improving  fractionally  the 
dollar-weighted  capital  ratio  For  the  average  large 
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Income  and  expenses  of  national  banks,  June  30,  1982  and  June  30,  1983 

(Dollar  amounts  in  millions) 


Interest  and  tees  on  loans 
interest  on  balances  with  depository  institutions 
income  on  federa  tunas  sola  and  securities  purchased  under 
agreements  to  resell 

Interest  on  U  S  Treasury  securities  and  on  obligations  of  other 
U  S  government  agencies  and  corporations 
Interest  on  obligations  of  states  and  political  subdivisions  in  the 
United  States 

Income  from  all  other  securities  (including  dividends  on  stock) 

Income  from  lease  financing 

Income  from  fiduciary  activities 

Service  charges  on  deposit  accounts 

Other  service  charges  commissions  and  fees 

Other  operating  income 


Total  operating  income . 

Operating  expenses 
Salaries  and  employee  benefits 

Interest  on  time  certificates  of  $100,000  or  more  (issued  by  do¬ 
mestic  offices) 

Interest  on  deposits  in  foreign  offices 
Interest  on  other  deposits 

Expense  of  federal  funds  purchased  and  securities  sold  under 
agreements  to  repurchase 

Interest  on  demand  notes  issued  to  the  U  S  Treasury  and  on 
other  borrowed  money 

Interest  on  subordinated  notes  and  debentures 
Occupancy  expense  of  bank  premises,  net  and  furniture  and 
equipment  expense 
Provision  for  possible  loan  losses 
Other  operating  expenses 


Total  operating  expenses 


Income  before  income  taxes  and  securities  gams  or  losses 

Applicable  income  taxes 

Income  before  securities  gams  or  losses 

Securities  gams  (losses),  gross 
Applicable  income  taxes 

Securities  gams  (losses),  net 

Income  before  extraordinary  items 
Extraordinary  items,  net 

Net  income 

Cash  dividends  declared  on  common  stock 
Cash  dividends  declared  on  preferred  stock 

Total  cash  dividends  declared 

Recoveries  credited  to  allowance  for  possible  loan  losses 
Losses  charged  to  allowance  for  possible  loan  losses 

Net  loan  losses 

Ratio  to  tota  operating  income 

Other  nteresf  expense 

Other  normterest  expense 
t ota  operat  ng  expenses 

Rat  o  of  '  ef  mcorr  e  ro 


Percent 


55  3 

49  1 

13  1 

109 

1 1  4 

14  1 

136 

17  6 

93  4 

91  6 

65 

66 

5  80 

5  80 

Percent 


- r 

June  30  1982 

4.507  banks 

June  30.  1 983 

4.713  banks' 

Change  June  1982 
June  1983 

Amount 

Percent 

distribution 

Amount 

Percent 

distribution 

Amount 

Percent 

$51.7109 

66  5 

$44  681  4 

64  4 

$-7  029  5 

-136 

7.715  2 

99 

5,447  8 

7  8 

-2.267  4 

-29  4 

3,709  9 

4  8 

2,575  2 

3  7 

- 1 , 1 34  7 

-30  6 

4  831  5 

62 

5,669  0 

82 

837  5 

17  3 

2,844  9 

3  7 

2.803  2 

4  0 

-41  7 

-1  5 

475  6 

6 

542  0 

8 

66  4 

14  0 

644  9 

8 

689  0 

1  0 

44  1 

68 

1 .006  7 

1  3 

1.167.1 

1  7 

160  4 

159 

1.172  4 

1  5 

1,459  0 

2.1 

286  6 

24  4 

2.052  7 

2  6 

2,334  0 

34 

281.3 

13  7 

1.629  8 

2.1 

2.049  4 

3.0 

419  6 

25  7 

77,794  6 

100  0 

69.417  3 

100  0 

-8.377  3 

-10  8 

8.867  2 

12  2 

9,797.3 

15  4 

930.1 

105 

1 1  935  3 

164 

6  824  1 

10  7 

-5,1 1 1  2 

-42  8 

14  995  6 

20  6 

9  669  2 

152 

-5.3264 

-35  5 

16,108  8 

22.2 

17,561  9 

27  6 

1  453.1 

9  0 

7,906  8 

109 

5,267  5 

83 

-2,639.3 

-33  4 

2,092  8 

29 

2.114.8 

3  3 

22  0 

1.1 

174  5 

2 

182.0 

3 

7  5 

4.3 

2.794  7 

38 

3,187  2 

5.0 

392.5 

14  0 

2,048  7 

28 

2.847  7 

4  5 

799  0 

39  0 

5.720  9 

79 

6  166  9 

9  7 

446  0 

7  8 

72.645.4 

100  0 

63,618  7 

100  0 

-9,026.7 

-12  4 

5,149  2 

5,798.6 

649.4 

12  6 

922  7 

1.480  1 

557  4 

60  4 

4.226.5 

4,318  5 

92  0 

2.2 

-429  8 

49  7 

-380  1 

-88  4 

-177  7 

20  6 

-157.1 

-88  4 

-252  0 

29  1 

-222  9 

-88  5 

3.974  6 

4.347  5 

372  9 

9  4 

58 

5  2 

-  6 

-103 

3.980  3 

4,352.7 

372  4 

94 

1,686  4 

1,978.2 

291  8 

17  3 

4.1 

10  3 

6  2 

151  2 

1  690  5 

1 .988  5 

298  0 

17  6 

487  6 

584  2 

96  6 

19  8 

1,804  9 

2.803  1 

998  2 

55  3 

1.317.3 

2,2189 

901  6 

68  4 

Vjrr,rj  re*  ora  trust  companies  and  two  national  banks  which  failed  to  tile  reports 
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bank,  however,  this  ratio  and  other  key  capital  mea¬ 
sures,  such  as  primary  capital  as  a  percent  of  assets, 
declined  from  their  first  quarter  1983  and  second 
quarter  1982  levels.  The  average  large  bank's  primary 
capital  equalled  6.86  percent  of  assets  in  June  1983, 
6.91  percent  in  March  1983.  and  6.99  percent  in  June 
1982. 

Small  banks'  primary  capital  showed  improvement, 
however,  ending  June  1983  at  an  average  10.66 


percent  of  assets,  up  from  9  10  percent  in  March  1 983 
and  9  08  percent  in  June  1982  For  large  banks  the 
average  ratio  of  equity  growth  to  asset  growth  was 
0.97  percent  and  for  small  banks  was  1  04  percent  for 
the  year 


Walter  D  Rogers 

Senior  Financial  Analyst 

Economic  and  Policy  Analysis  Division 
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Adjustable-Rate  Mortgage  Regulation  Update 


On  March  7.  1983,  the  Office  revised  its  Adjustable- 
Rate  Mortgage  (ARM)  regulation.  12  CFR  Part  29, 
which  was  originally  issued  in  March  of  1981.  The 
revised  regulation  increased  national  bank  flexibility  in 
designing  ARM  programs  while  preserving  important 
consumer  disclosures.  Specifically,  the  revisions  elim¬ 
inated  limitations  on  the  size  and  frequency  of  interest 
rate  adjustments,  expanded  the  number  of  permissi¬ 
ble  indexes,  and  modified  the  limit  on  negative  amorti¬ 
zation. 

Since  March,  several  sections  of  the  ARM  regulation 
have  been  revised  in  order  to  clarify  ambiguities  and 
allow  national  banks  the  flexibility  to  develop  ARM 
instruments  that  are  responsive  to  borrower  needs. 
This  article  discusses  those  revisions  and  summarizes 
the  current  ARM  regulation  in  a  table  at  the  end  of  the 
text. 

Amortization  Requirements 

Effective  April  14.  1983,  the  Garn-St  Germain  Deposi¬ 
tory  Institutions  Act  of  1982  repealed  the  statutory 
amortization  and  maturity  requirements  for  real  estate 
loans  made  by  national  banks.  On  September  9,  1983. 
the  Office  exercised  its  new  and  more  flexible  regula¬ 
tory  authority  by  removing  the  regulatory  amortization 
and  maturity  requirements  for  real  estate  loans  (48 
Federal  Register  40698).  In  order  to  conform  the  ARM 
regulation  to  the  revised  real  estate  lending  regula¬ 
tions,  Section  29  5  of  the  ARM  regulation  was  removed 
(48  Federal  Register  40702).  Section  29.5  had  re¬ 
quired  sufficient  installment  payments  to  reduce  the 
outstanding  debt  beginning  no  later  than  the  21  st  year 
and  to  amortize  the  entire  debt  without  a  substantial 
balloon  payment  by  the  end  of  the  30th  year.  As  a 
result  of  the  elimination  of  Section  29.5,  there  are  no 
regulatory  requirements  regarding  amortization  and 
maturity  for  ARM  loans. 

Prepayment  Fees 

Under  Section  341  of  the  Garn-St  Germain  Depository 
Institutions  Act,  the  Federal  Home  Loan  Bank  Board 
(FHLBB)  was  granted  authority  to  issue,  in  consulta¬ 
tion  with  the  Comptroller  of  the  Currency  and  National 
Credit  Union  Administration  Board,  rules  and  regula¬ 
tions  governing  the  federal  preemption  of  state  due- 
on-sale  restrictions.  Effective  July  1 3,  1 983,  the  FHLBB 
prohibited  the  imposition  of  prepayment  (or  equiva¬ 
lent)  fees  by  lenders  in  conjunction  with  the  exercise  of 
due-on-sale  clauses  (48  Federal  Register  32160). 
Therefore,  in  my  opinion,  for  purposes  of  complying 


with  Section  29  6  of  the  ARM  regulation  national 
banks  may  not  impose  fees  for  prepayments  when 
due-on-sale  clauses  are  exercised  As  of  the  writing 
the  Office  has  not  had  occasion  to  issue  a  legal 
opinion  on  this  issue 

On  June  24,  1983,  the  Office  revised  the  language  of 
Section  29.6(a)  of  the  ARM  regulation  (48  Federal 
Register  28970).  The  revision  makes  it  clear  that 
prepayment  fees  are  not  permitted  when  a  borrower 
prepays  principal  in  order  to  avoid  or  reduce  negative 
amortization. 

Disclosure 

Section  29  7(a)(2)  of  the  March  7,  1983  ARM  regula¬ 
tion  required  that  the  lender  disclose  to  the  borrower, 
"the  index  used  and  the  name  of  at  least  one  readily 
available  source  in  which  it  is  published"  (emphasis 
added).  The  Office  did  not  intend  to  limit  banks  to 
printed  sources  Therefore,  the  June  24  amendment  to 
the  ARM  regulation  reworded  29.7(a)(2)  to  read  "The 
index  used  and  the  name  of  at  least  one  readily 
available  source  from  which  the  index  may  be  ob¬ 
tained  and  verified  This  broader  definition  permits 
the  use  of  independent  sources  of  index  information 
such  as  recorded  telephone  messages  provided  by  a 
party  other  than  the  lending  bank,  e  g  .  a  government 
agency. 

Additionally,  because  the  laws  and  regulations  that 
imposed  amortization  and  maturity  requirements  on 
loans  by  national  banks  have  been  removed,  a  bank 
may  make  an  ARM  without  a  specified  term  to  maturi¬ 
ty.  In  that  event,  the  disclosure  requirements  of 
29.7(b)(5)  and  29.7(c)(3),  which  address  payment 
amounts  required  to  fully  amortize  the  loan  over  the 
remaining  loan  term,  are  inapplicable 

Transition  Rule 

Section  29  8  of  the  March  7.  1983  ARM  regulation 
granted  a  120-day  transition  period  for  ARM  programs 
that  were  made  in  accordance  with  the  previous 
regulation  (including  experimental  ARMs  made  under 
Section  29  9  of  the  1981  ARM  regulation)  but  are 
impermissible  under  the  new  regulation  The  June  24 
amendment  extended  that  transition  period  to  October 
6,  1983.  On  October  6.  the  transition  period  was 
extended  again  to  February  6.  1984  (48  Federal 
Register  45532).  This  extension  will  permit  programs 
with  nonconforming  provisions  to  continue  until  the 
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■D"  ce  can  fully  consider  revisions  of  the  regulatory  The  Office's  goal  is  to  maintain  an  appropriate  balance 

requ,rements  w  th  which  the  programs  conflict  between  lender  flexibility  in  designing  ARM  programs 

and  lender  responsibility  in  ensuring  borrower  under¬ 
line  Office  s  continuing  its  attempts  to  ensure  that  the  standing  of  ARM  transactions  Accordingly,  the  Office 
ARM  regulation  is  responsive  to  the  needs  of  national  continues  to  complement  its  ARM  regulatory  flexibility 

banks  engaged  in  adjustable-rate  mortgage  lending  with  fairly  extensive  borrower  disclosure  requirements 

Summary  of  the  Office  of  the  Comptroller  of  the  Currency’s  Adjustable-Rate  Mortgage 
Regulation  as  of  October  15,  1983 

Feature  Regulation 


Definition 

An  ARM  loan  is  any  loan  to  finance  or  refinance  the  purchase  of  and  secured  by  a  lien 
on  a  one-  to  four-family  dwelling  (including  mobile  homes)  where  the  lender  may  peri¬ 
odically  adjust  the  interest  rate 

Index 

Interest  rate  changes  must  be  linked  to  changes  in  an  index  of  market  rates  of  interest 
that  is  readily  available  to  and  verifiable  by  the  borrower  and  beyond  the  control  of  the 
lender 

Rate  Changes 

Rate  changes  must  be  based  on  the  most  recently  available  index  value  as  of  either 
the  rate  change  notification  date  or  the  rate  change  implementation  date,  whichever  is 
earlier. 

Rate  changes  must  be  made  in  accordance  with  the  rules  specified  in  the  loan  docu¬ 
ments 

Frequency  of  Rate 
Adjustments 

There  are  no  limitations  on  the  frequency  of  rate  adjustments. 

Magnitude  of  Rate 
Adjustments 

There  are  no  limitations  on  the  magnitude  of  rate  adjustments. 

Negative  Amortiza¬ 
tion 

There  are  no  amortization  or  term  to  maturity  requirements. 

Prepayment  Fees 

Permits  prepayment  fees  except  when: 

•  a  due-on-sale  clause  is  enforced, 

•  a  borrower  makes  a  greater  than  required  payment  to  avoid  or  reduce  negative  am¬ 
ortization,  or 

•  a  borrower  makes  a  payment  in  excess  of  those  required  to  amortize  the  loan  in  ac¬ 
cordance  with  rules  pertaining  to  the  ARM  program 

Initial  Disclosure  Re¬ 
quirements 

Borrowers  must  be  provided  with  the  following  disclosure  items  in  writing  when  written 
information  concerning  the  ARM  program  is  first  provided 

(1)  A  description  of  the  general  nature  of  an  ARM: 

(2)  The  index  and  a  readily  available  source  from  which  it  may  be  obtained, 

(3)  A  10-year,  or  longest  available,  historical  series  of  the  index  on  a  semiannual  ba¬ 
sis  The  series  must  be  presented  in  a  table,  updated  annually,  and  should  be 
consistent  with  the  bank's  program,  e  g  reflect  averages  of  index  values  if  the 
program  uses  such  averages, 

(A)  The  frequency  of  rate  and  payment  changes, 
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Initial  Index  Value 


Notification  Require¬ 
ments 


(5)  If  appropriate,  a  statement  that  the  initial  monthly  payment  differs  from  the  fully 
amortizing  payment  and  its  effect  on  the  loan's  amortization  schedule 

(6)  Rules  relating  to  changes  in  the  interest  rate,  payment  or  loan  balance 

(7)  A  description  of  the  way  that  rate  changes  will  be  implemented  including,  if  ap¬ 
propriate,  an  explanation  of  negative  amortization  or  balloon  payments. 

(8)  Rules  relating  to  the  refinancing  of  short-term  and  demand  loans,  prepayment 
and  assumption; 

(9)  A  statement  of  fees  that  will  be  charged  in  connection  with  the  ARM. 

(10)  A  statement  of  fees  that  will  be  charged  for  rate  or  payment  adjustments  or  pre¬ 
payments;  and 

(11)  A  hypothetical  example  showing  the  payment  amount  and  loan  balance  at  each 
payment  adjustment  date  assuming  an  initial  loan  balance  of  $10,000.  The  initial 
rate  in  the  example  must  be  a  commitment  rate  offered  by  the  bank  within  the 
preceding  year.  The  example  must  reflect  index  increases  of  1  percentage  point 
per  6  months  for  the  first  5  years  and  remain  constant  thereafter. 


Banks  must  inform  borrowers  of  the  initial  index  value  on  the  date  that  the  initial  inter¬ 
est  rate  is  determined  The  initial  index  value  must  be  included  in  the  loan  note  which 
the  borrower  must  receive  no  later  than  at  loan  closing. 


Banks  must  provide  the  borrower  with  the  following  disclosure  items  not  later  than  one 
business  day  after  a  rate  change  is  implemented  and  if  the  rate  change  is  accompa¬ 
nied  by  a  payment  change,  at  least  25  days  before  the  new  payment  is  due 

(1)  Current  and  prior  interest  rate; 

(2)  Current  and  prior  index  values; 

(3)  Foregone  interest  rate  increases; 

(4)  The  new  monthly  payment  and/or  other  contractual  effects  of  the  rate  change; 

(5)  The  fully  amortizing  payment  amount  if  different  from  the  new  payment  (inappli¬ 
cable  if  there  is  no  specified  term  to  maturity);  and 

(6)  A  statement,  if  appropriate,  that  a  prepayment  fee  will  be  charged 

Banks  must  provide  the  borrower  with  the  following  disclosure  items  at  least  25  days 
before  the  new  payment  is  due  when  a  payment  changes  for  reasons  other  than  a  rate 
change 

(1)  An  explanation  for  the  payment  change; 

(2)  The  new  monthly  payment; 

(3)  The  fully  amortizing  payment  amount  if  different  from  the  new  payment  (inapph 
cable  if  there  is  no  specified  term  to  maturity),  and 

(4)  A  statement,  if  appropriate,  that  a  prepayment  fee  will  be  charged 
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Short-Term  Demand 

Banks  ottering  adjustable-rate  or  tixed-rate  short-term  or  demand  mortgage  loans  must 
include  the  notice  specified  in  29.7(d)  of  the  ARM  regulation  on  the  application  form 
and  m  or  affixed  to  the  loan  note  Fixed-rate  short-term  or  demand  loans  for  which  the 
notice  has  been  given  are  not  characterized  as  ARMs  and  therefore  are  not  subject  to 
the  ARM  regulation. 

Transition  Period 

National  banks  have  until  February  6,  1984  to  bring  ARM  loan  programs  into  compli¬ 
ance  with  this  regulation  if  on  March  7,  1983,  the  bank  had  already  made  a  loan  or  a 
binding  commitment  to  lend  under  an  ARM  program  that  would  violate  any  provisions 
of  the  revised  regulation 

Nonfederally  Char¬ 
tered  Commercial 
Banks 

Nonfederally  chartered  commercial  banks  may  make  ARMs  in  accordance  with  Sec¬ 
tions  29  1 ,  29  3,  29  4,  29  6,  and  29  7 

Nancy  K.  Jones 

Financial  Economist 

Economic  and  Dolicy  Analysis  Division 


10 


Speeches  and  Congressional  Testimony 


Subject  Date  and  Speaker  Page 

Trust  Examination  May  19,  1983,  Dean  E  Miller,  Deputy  Comptroller  for  Trust  and  Securities, 

Deregulation  before  the  Annual  Convention  of  the  Trust  Division  of  the  Texas  Bankers 

Association .  13 

Legal  Framework  Governing  July  21 ,  1983,  Doyle  L  Arnold,  Senior  Deputy  Comptroller  for  Policy  and 

Financial  Services  Planning,  before  the  Subcommittee  on  Commerce,  Consumer  and  Mone¬ 
tary  Affairs  of  the  House  Committee  on  Government  Operations  17 

Deregulation  September  14,  1983,  C  T,  Conover,  Comptroller  of  the  Currency,  before 

the  Senate  Committee  on  Banking,  Housing  and  Urban  Affairs  22 

Deregulation  and  September  21 ,  1983,  C,  T,  Conover,  Comptroller  of  the  Currency,  before 

Competition  the  Town  Hall  of  California .  25 

Deregulation  October  10,  1983,  C  T.  Conover,  Comptroller  of  the  Currency,  before  the 

ABA  National  Convention .  28 


Remarks  by  Dean  E.  Miller,  Deputy  Comptroller  for  Trust  and  Securities,  before 
the  Annual  Convention  of  the  Trust  Division  of  the  Texas  Bankers  Association, 
Fort  Worth,  Tex.,  May  19,  1983 

“Trust  Examination  Deregulation  in  the  OCC 


Today  I  would  like  to  describe  for  you  the  manner  in 
which  deregulation  has  affected  bank  trust  depart¬ 
ment  supervision.  I  wish  to  do  this  simply  because  the 
story  is  simply  not  well  known.  Few  appreciate  the 
breadth  of  the  moves  taken  by  the  OCC  in  the  trust 
supervisory  area  to  carry  out  the  Administration's 
policy  of  deregulation.  I  would  like,  therefore,  to  de¬ 
scribe  for  you  what  we  have  done,  and  are  doing.  In 
the  process,  I  will  try  to  avoid  taking  the  attitude  which 
I  fear  has  unfortunately  characterized  previous 
speeches  of  mine  in  which  I  reported  upon  our  current 
innovations.  I  will  not  present  my  material  in  the  “look 
at  the  great  things  we’re  doing  for  you”  manner  that 
oozes  out  some  of  my  old  texts.  By  not  doing  so, 
however,  I  do  not  mean  to  imply  that  what  we  are 
doing  is  something  which  I  do  not  support.  I'm  simply 
going  to  try  to  give  you  the  facts,  without  the  hogwash, 
knowing  that  you  are  going  to  draw  your  own  conclu¬ 
sions  from  them,  no  matter  how  I  present  them. 

To  comprehend  fully  the  extent  that  the  OCC  has 
deregulated  the  trust  supervisory  system,  we  must  first 
look  at  that  system  as  it  existed  before  the  process 
began  The  then-existing  supervisory  apparatus  of  the 
OCC  was  as  follows:  We  had  a  force  of  almost  207 
specialized  trust  examiners  (which  included  the  three 
grades  of  National  Trust  Examiner,  Associate  National 
Trust  Examiner  and  Assistant  National  Trust  Examin¬ 
er),  based  at  various  locations  in  the  14  national  bank 
regions.  These  examiners  were  supervised  by  a  Re¬ 
gional  Director  for  Trust  Examinations  who  was  sta¬ 
tioned  at  the  regional  office.  This  Regional  Director 
functioned  under  the  direction  of  the  Regional  Admin¬ 
istrator  and  was  also  in  frequent  direct  contact  with, 
and  supervised  by,  the  Trust  Examinations  Division 
personnel  in  Washington  because  the  job  was  spe¬ 
cialized  and  highly  technical.  In  Washington,  the  trust 
supervisory  function  was  monitored  then  as  it  is  now 
by  the  Trust  Examinations  Division  At  that  time  the 
Division  functioned  under  a  Deputy  Comptroller  for 
Trust  Examinations.  This  person  was  a  member  of  the 
Senior  Management  Group  and  was  under  the  First 
Deputy  Comptroller  for  Operations. 

The  trust  department  examination  was  usually  con¬ 
ducted  separately  from  the  commercial  examination 
Most  trust  departments  were  examined  solely  by  trust 
specialists;  however,  trust  departments  of  less  than  20 
accounts  or  $1  billion  in  assets  were  examined  by 


commercial  examiners  with  a  short  form  examination 
Examinations  of  trust  departments  were  scheduled 
annually,  although  frequently  there  were  insufficient 
personnel  to  accomplish  this  in  some  regions  and,  in 
practice,  a  longer  rotation  period  was  in  effect 

When  this  Office  was  faced  with  the  necessity  of 
reducing  its  examiner  complement  and  its  budget,  it 
was  determined  that  we  would  have  to  examine 
“smarter.”  We  decided  that  to  do  this  a  priority  sched¬ 
ule  would  have  to  be  established  which  would  allocate 
examiner  resources  to  the  banks  which  had  the  great¬ 
est  degree  of  risk  to  the  system,  as  we  realized  they 
were  our  real  concern.  It  was  decided  that  these 
banks  were  the  large  institutions  and  the  problem 
institutions  and  that  a  much  greater  portion  of  our 
reduced  resources  had  to  be  directed  to  these  banks 
It  was  further  determined  that,  in  this  scenario,  the 
examination  of  trust  departments  of  smaller  banks  by 
specialists  could  no  longer  be  justified  The  risk  in 
terms  of  assets  at  hazard  just  did  not  justify  the 
expense.  Accordingly,  examination  procedures  were 
revised  to  provide  for  the  examination  by  commercial 
examiners,  with  less  detailed  procedures,  of  smaller 
institutions  which  had  good  ratings.  This  resulted  in 
the  development  of  the  Basic  Investigative  Trust  Ex¬ 
amination  (BITE)  and  the  establishment  of  a  training 
program  for  commercial  personnel  in  this  examination 
process  This  move  paralleled  similar  changes  which 
had  previously  occurred  in  the  consumer  examination 
and  which  were  made  largely  contemporaneously  in 
the  EDP  examination  In  addition,  a  decision  was 
made  to  combine  all  types  of  examination  into  one 
integrated  process.  It  would  be  conducted  under  the 
direction  of  a  single  EIC  and  result  in  a  single  compre¬ 
hensive  report  of  examination  This  has  resulted  in 
what  we  now  call  the  community  bank  examination 

In  the  field,  a  number  of  steps  were  taken  by  the 
Regional  Administrators  to  provide  for  more  efficient 
utilization  of  examiners  according  to  the  areas  of 
perceived  risk  In  the  regional  offices,  the  positions  of 
Regional  Director  for  Trust  Examinations  were  abol¬ 
ished,  and  those  persons  were  assigned  to  participate 
in  examinations  The  functions  of  report  review  and 
general  trust  department  supervision  were  either  reas¬ 
signed  to  non-specialists  within  the  regional  office  or 
handled  by  trust  personnel  on  a  part-time  basis  be¬ 
tween  or  during  examinations  Trust  specialists  were 
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assignee  to  commercial  examination  training,  in  many 
cases  beginning  at  the  most  basic  level,  and  were 
utilized  n  commercial  examinations  In  some  areas, 
use  of  the  BITE  examination  by  commercial  examiners 
was  extended  to  permit  use  of  this  examination  in 
larger  banks  In  some  regions,  trust  examiners  were 
assigned  to  examine  trust  departments  with  commer¬ 
cial  examiners  assisting  and  learning  about  trust  de¬ 
partment  examinations  in  the  process  During  this 
period  the  number  of  trust  specialists  declined  sub¬ 
stantially  In  a  sense,  some  of  the  personnel  reduc¬ 
tions  imposed  upon  the  OCC  were  absorbed  by  a 
reduction  in  the  number  of  trust  specialists 

A  second  round  of  personnel  reductions,  combined 
with  projected  increases  in  the  number  of  problem 
banks  because  of  the  recession  resulted  in  additional 
revisions  of  the  examination  priority  schedule  and  the 
development  of  additional  economies  in  examination 
procedures  The  Annual  Review  and  Visitation  (ARV) 
was  established  and  would  be  conducted  between 
regular  examinations  of  banks  with  good  ratings  Over 
the  course  of  a  year,  all  commissioned  examiners  in 
the  OCC  were  taught  the  annual  review  and  visitation 
procedure  and  given  2  days  of  basic  trust  instruction 
Guidelines  were  established  for  employing  trust  spe¬ 
cialists  in  examinations.  These  provided  that  those 
persons  should  ideally  be  used  exclusively  in  the  trust 
departments  of  banks  with  more  than  $1  billion  in 
assets,  and  in  every  other  examination  of  trust  depart¬ 
ments  of  banks  with  assets  between  $300  million  and 
$1  billion.  Of  course,  trust  specialists  are  also  to  be 
used  in  problem  trust  areas. 

At  the  same  time,  the  office  has  been  reorganizing  its 
regions  The  14  regions  have  been  consolidated  into 
six  districts,  with  a  number  of  regional  and  field  offices 
under  the  district  offices  Although  the  organization 
structure  of  the  district  and  regional  offices  does  not 
include  trust  specialists  to  conduct  report  review  and 
general  trust  department  supervision,  these  functions 
will  be  performed  by  non-specialists  with  assistance 
as  needed  from  the  specialists  in  the  District  and 
Washington 

At  the  same  time,  the  Trust  Examinations  Division  in 
Washington  has  been  revamped  It  has  been  placed 
under  the  Chief  National  Bank  Examiner,  who  in  turn, 
reports  to  the  Senior  Deputy  Comptroller  for  Bank 
Supervision  That  person  is  a  member  of  the  Policy 
Group  and  reports  to  the  Comptroller  The  Division  has 
phased  out  its  own  report  review  and  monitoring 
activities  This  function  will  be  replaced  by  the  quality 
control  process  being  established  by  the  Office  of  the 
Chief  National  Bank  Examiner  One  part  of  this  proc¬ 
ess  s  an  annual  visit  to  each  district  by  a  review  team 
>  s  review  team  will  among  other  things,  evaluate  the 


districts  examination  review  and  followup  procedures 
It  will  also  evaluate  the  districts  implementation  and 
execution  of  OCC  policy  directives  One  member  of 
the  review  team  will  be  a  trust  specialist  who  will 
review  the  trust  supervisory  elements  of  these  areas 

That  is  how  we  have  deregulated  the  examination  of 
your  business  Presently,  the  OCC  has  approximately 
120  specialized  examiners.  Approximately  1,884  na¬ 
tional  banks  had  trust  departments  as  of  the  end  of 
1982.  These  banks  held  discretionary  assets  in  their 
trust  departments  totaling  approximately  $383  billion 
As  you  well  know,  and  as  these  figures  reflect,  trust 
departments  in  many  cases  rival  their  banks  in  size.  In 
some  instances,  they  are  larger.  As  you  can  see,  we 
have  a  big  job  which  is  getting  bigger.  And  while  there 
have  been  some  instances  in  which  banks  have 
sustained  losses  through  their  fiduciary  activities,  to 
date,  to  my  knowledge,  no  bank  has  failed  because  of 
such  losses.  I  believe  that  some  measure  of  credit  for 
that  can  be  attributed  to  the  attention  which  we  have 
paid  to  trust  department  supervision  over  the  years 
Frankly,  it  may  not  continue  to  be  the  case — not  as  a 
result  of  our  deregulation,  although  that  could  be  a 
factor — but  more  possibly  because  of  the  dynamic 
evolution  of  the  trust  business,  which  I  will  get  to  in  a 
moment.  The  point  is  that  now,  more  than  at  any  time 
in  the  history  of  trust  banking,  past  experience  cannot 
be  regarded  as  a  reliable  guide  to  the  future.  Let  me 
tell  you  why  I  think  this  is  so 

As  some  of  you  may  have  observed,  I  wrote  an  article 
for  the  American  Banker  earlier  this  year  in  which  I 
recited  my  observations  about  what  is  occurring  in  the 
bank  fiduciary  business  from  my  particular  perspec¬ 
tive  It  is  certainly  a  dynamic  area.  When  I  first  became 
principally  concerned  with  trust  department  activities 
back  in  the  early  1960's,  it  was  in  contrast  to  today,  a 
rather  staid  and  provincial  business.  Of  course  we  did 
not  realize  it  at  that  time,  but  in  retrospect  it  certainly 
was.  I  will  admit  that  some  of  the  things  that  concerned 
us  in  those  days  are  still  with  us — specifically  the 
question  of  the  collective  investment  of  agency  ac¬ 
counts,  or  bank  mutual  funds,  depending  on  the 
perspective  from  which  you  view  them,  but  that's 
about  the  only  major  example. 

The  biggest  change,  I  believe,  is  that  today  we  see  a 
much  greater  concern  with  profitability  First  of  all, 
there  is  an  almost  universal  interest  in  determining  in 
clearly  defined  dollars  and  cents  terms,  what  the  cost 
of  running  a  trust  department  is.  and  what  the  return 
from  that  operation  is.  This  was  long  overdue  For 
many  years  banks  operated  under  rather  vague  as¬ 
sumptions  on  both  these  points,  a  most  unbusiness¬ 
like  operation  for  institutions  which  were  known  for  the 
vigor  with  which  they  insisted  that  their  commercial 
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customers  maintain  the  most  strict  business  stan¬ 
dards.  Now  in  a  number  of  cases,  these  vague  as¬ 
sumptions  have  been  proved  false  The  most  notable 
examples  were  that:  (1)  the  collateral  benefits  derived 
from  a  trust  department,  including  such  things  as  the 
return  being  obtained  on  the  "float”  of  uninvested 
cash;  and  (2)  the  more  intangible  element  of  being 
able  to  attract  and  maintain  profitable  lending  relation¬ 
ships  by  supplying  individual  and  corporate  fiduciary 
needs,  made  that  trust  department  a  contributor  to  the 
profit  of  the  overall  institution.  With  the  emergence  of 
more  sophisticated  cost  accounting  systems,  aided 
by  the  technological  advances  which  have  occurred 
in  the  past  decade,  the  startling  revelation  material¬ 
ized  to  many  banks  that  these  "benefits”  were  sub¬ 
stantially  exceeded  by  the  costs  being  incurred,  and 
certainly  did  not  justify  the  potential  risks  which  their 
fiduciary  operation  posed.  In  addition,  a  number  of 
banks  entered  difficult  times  as  we  went  through 
successive  recessions  and  began  to  question  the 
reason  for  having  such  costly  trust  operations  which 
produced  intangible  benefits  at  best.  Then,  in  a  few 
very  remarkable  instances,  the  industry  witnessed  the 
development  of  a  few  trust  operations  which  achieved 
respectable  bottom  line  profits,  without  entering  into 
the  metaphysics  of  credits  for  balances  and  collateral 
benefits. 

As  a  result,  banks  are  now  starting  to  view  trust 
services  as  products  which  should  be  offered  to  the 
greatest  extent  possible  as  a  part  of  an  integrated 
package  of  financial  and  near-financial  services  of  all 
kinds  being  made  available  to  the  public,  or  targeted 
segments  thereof.  In  some  cases  we  have  even  wit¬ 
nessed  the  dissolution  of  the  division  within  the  bank 
known  as  the  trust  department.  In  others  we  have  seen 
the  phenomenon  of  traditional  trust  services  being 
moved  to,  and  made  available  at  locations  outside  the 
still  existing  trust  departments  And  we  have  seen 
banks  offering  similar  new  products  which  are  proper¬ 
ly  classified  as  trust  services  because  the  bank  can 
only  offer  them,  as  a  matter  of  corporate  authority,  by 
virtue  of  their  permit  to  exercise  fiduciary  powers,  but 
located  in  places  other  than  in  trust  departments. 
Synergy  in  Banking  took  note  of  these  developments, 
rationalized  them,  and  translated  them  into  a  blueprint 
for  bank  fiduciary  activity  in  the  1980's.  This  study  and 
its  followups  which  took  place  at  this  year's  National 
Trust  Conference  have  provided  desirable  guidance 
for  banks  in  this  somewhat  transitional  period. 

Meanwhile,  the  trust  business  itself  has  changed 
dramatically  in  a  number  of  ways.  First  of  all.  we  are 
not  faced  with  the  same  group  of  customers  the  trust 
departments  of  a  decade  or  so  ago  were  Although 
many  of  them  may  be  the  same  persons,  they  have 
changed  We  have  all  seen  and  experienced  a  greater 


awareness  of  rates  of  return  Account  reports  which 
used  to  be  routinely  discarded  or  filed  away  are  now 
carefully  scrutinized  and  questioned  Now  quite  often 
beneficiaries  request  more  information  Performance 
is  compared  to  various  indices  Everyone  is  familiar 
with  the  DOW,  and  more  and  more  often,  there  are 
references  to  some  of  the  more  sophisticated  indica¬ 
tors.  And  then  there  is  the  question  of  uninvested 
cash.  Remember  the  days  when  significant  amounts 
were  always  kept  in  demand  deposits  and  nobody 
raised  an  eyebrow,  including  us7  As  long  as  you 
demonstrated  to  our  satisfaction,  or  more  accurately 
met  our  crude  rule  of  thumb — to  show  that  the  funds 
were  in  fact  awaiting  investment  or  distribution — the 
inquiry  went  no  further,  and  the  beneficiaries  accept¬ 
ed  it. 

Now  it  appears  that  as  fiduciaries  you  have  an  obliga¬ 
tion  to  obtain  the  maximum  rate  of  return  possible  for 
the  parties  at  interest,  taking  into  consideration,  of 
course,  all  of  the  relevant  factors,  such  as  the  cost  of 
obtaining  a  temporary  investment  medium  and  the 
amount  of  time  you  can  best  estimate  that  the  funds 
will  be  in  your  hands.  Beneficiaries  have  sued  banks, 
alleging  that  they  have  not  tried  to  make  these  funds 
productive,  while  at  the  same  time  they  are  utilizing  the 
incredible  technological  capabilities  which  we  now 
have  at  our  disposal  to  obtain  the  maximum  possible 
amount  of  income  for  themselves  on  the  commercial 
side.  Without  offering  any  observations  as  to  whether 
the  latter  assertions  are  valid,  I  think  that  we  can  agree 
that  some  of  your  trust  customers  think  they  are,  and 
that  a  great  segment  of  them  expect  much  more  from 
you — in  the  way  of  return  on  "their  money — as  the  life 
tenants  and  remaindermen  all  seem  to  refer  to  it.  And 
many  of  them  are  prepared  to  sue  you  for  it,  and  to  do 
so  through  class  actions 

Second,  the  rules  have  changed  The  prudent  man 
rule  is  still  there,  but  my,  how  baby  has  changed1  It  no 
longer  appears  to  be  the  case  that  some  investments 
are  regarded  as  being  automatically  speculative  with¬ 
out  further  inquiry.  You  may  recall  that  we  had  a  list  of 
such  offending  items  in  the  Opinions  in  our  Handbook 
for  National  Trust  Examiners,  which  we  have  since 
deleted.  It  is  unclear  how  far  the  process  has  moved, 
and  I  expect  that  this  will  only  be  completely  learned 
painfully,  on  a  case-by-case  basis  But  such  things  as 
mineral  interests,  gold,  objects  of  art  and  venture 
capital  interests  are  frequently  encountered  in  portfo¬ 
lios  now  Then  there  is  the  ERISA  rule  of  prudence 
which  may  or  may  not  work  out  the  same  as  the 
prudent  man  rule  in  a  given  jurisdiction  Actually,  it 
was  the  establishment  of  the  rule  of  prudence  and  the 
manner  of  its  interpretation  by  the  Labor  Department 
which  gave  much  of  the  (possible)  impetus  to  the 
current  broader  reading  of  the  prudent  man  rule  As 
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indicated  there  seems  to  be  some  question  as  to  the 
extent  the  two  rules  coincide,  and  this  will  probably 
have  to  be  determined  on  a  case-by-case  basis,  over 
an  extended  period  of  time  before  we  know  the  whole 

story 

In  addition  to  these  things,  we  also  now  are  involved 
with  options  and  similar  transactions,  so  that  such 
terms  as  puts,  calls,  strips,  straps,  straddles,  futures, 
forwards  and  repos  have  entered  into  the  trust  admin¬ 
istrator  s  vocabulary  All  of  these  new  investment 
techniques  contain  a  much  greater  potential  for  risk 
They  continue  to  be  inappropriate  for  many  portfolios, 
and  to  the  extent  that  one  of  them  is  improperly 
utilized,  a  significant  loss  potential  may  exist 

Third,  we  find  that  the  business  has  a  number  of  new 
competitors  Savings  and  loan  companies  are  in  the 
trust  business  This  is  minor  but  no  so  minor  is  the  fact 
that  a  number  of  firms  in  the  securities  industry  have 
gone  into  competition  with  your  institutions.  Some 
have  done  so  directly,  through  the  acquisition  of  trust 
companies.  Others  have  introduced  products  which 
are  quite  similar  to  those  which  you  are  offering, 
particularly  in  the  investment  advisory  area  This 
movement  has  not,  in  fairness,  been  unidirectional.  A 
number  of  you  have  modified  your  products,  or  in 
some  cases  established  new  ones,  in  order  to  offer  as 
much  as  the  law  allows  in  a  similar  product  mode  to 
these  competitors.  The  new  competitors  have  not  only 
come  from  the  securities  industry,  but  also  include 
entrants  from  the  insurance,  other  financial,  and  in¬ 
deed,  retail  businesses  All  of  them  in  one  form  or 
another  are  providing  a  means  by  which  persons  can 
obtain  professional  investment  management  of  their 
funds  in  a  manner  similar  to  what  used  to  be  primarily 
obtainable  only  through  the  revocable  living  trust. 

Thus,  we  have  an  industry  today  which  for  many  years 
has  operated  in  a  somewhat  structured  and  staid 
environment,  without  much  regard  for  bottom  line 
dollars  and  cents  return,  or  much  internal  justification 
of  the  return  on  resources  being  committed  to  the 
product  Now  that  industry  is  in  a  much  different 
environment— great  concern  is  being  given  to  cost/ 
return  profit  and  justification  of  all  expenses  It  is  now 
operating  under  a  different  set  of  rules  than  those 
which  over  the  years  significantly  limited  its  range  of 
operations,  and  in  the  process  served  to  limit  its 


inherent  riskiness  It  is  in  many  respects  sailing  in 
uncharted  waters  At  the  same  time  it  is  meeting 
competition  from  a  number  of  sources  that  are  provid¬ 
ing  identical  or  essentially  similar  products  but,  for  the 
most  part,  have  not  held  the  previous  protection  and 
limited  horizons  of  the  corporate  fiduciary.  The  new 
competitors  are  not  as  schooled  as  you  are,  and, 
some  would  say,  hampered  by  the  traditions  in  which 
your  institutions  have  been  steeped  for  so  long 

In  the  face  of  these  developments  we  are  continuing  to 
evolve  our  processes.  Currently  we  are  working  to 
incorporate  trust  statistics  into  our  computerized  data 
base  and  to  develop  a  computer  assisted  examination 
procedure.  These  procedures  will  include  simulations 
and  modeling,  direct  input  of  examination  data  into  the 
data  base,  and  computer  generated  reports  of  exami¬ 
nations,  as  they  will  be  in  the  future  I  can  see  us  using 
these  tools  in  the  supervisory  process  more  and  more 
to  evaluate  and  assist  management,  and  at  the  same 
time,  leaving  more  and  more  of  our  present  examina¬ 
tion  activities  to  auditors,  and  supplementing  the  proc¬ 
ess  with  greater  disclosure  to  your  customers  and 
prospective  customers  Mind  you,  I  am  not  talking,  as 
we  used  to  do.  of  something  somewhere  out  there  in 
the  misty  future  I  am  talking  of  the  next  year  or  so  It's 
a  very  exciting  prospect  In  the  past  year  my  own 
knowledge  of  computers  and  their  uses  has  increased 
ten-fold  (My  home  computer  has  been  a  significant 
element  in  that  process,  I  will  admit.) 

That  completes  the  picture  I  came  here  to  paint  for 
you  What  are  we  to  conclude  from  this7  That  our 
sheltered  harbor  has  been  opened  to  the  shark  infest¬ 
ed  ocean7  That  the  end  of  our  world  is  approaching7 
That  the  corporate  fiduciary  industry  is  experiencing 
its  own  Gone  With  The  Wind 7  (That's  an  intriguing 
allegory — who  are  the  Ashleys,  the  Scarletts,  the  Rhett 
Butlers7)  Of  course  the  answer  to  all  these  questions  is 
HECK  NO1  (I  had  a  stronger  expletive,  but  my  prissy 
secretary  wouldn’t  type  it!)  Nobody  told  you  that  this 
business  was  a  piece  of  cake,  did  they7  If  they  did, 
and  you  believed  them,  I  have  a  used  car  I  think  you'd 
like  to  buy.  That  is  not  what  I  came  here  to  tell  you.  It  is 
that  our  future  is  challenging,  exciting — filled  with 
potential  and  opportunity!  Would  you  want  it  any  other 
way7  I  wouldn’t  Let’s  seize  these  opportunities  togeth¬ 
er1 
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Mr.  Chairman,  members  of  the  Committee,  it  is  a 
pleasure  to  offer  the  views  of  the  Office  of  the  Comp¬ 
troller  of  the  Currency  on  the  complex  and  often 
confusing  legal  framework  governing  our  financial 
services  industry.  I  am  accompanied  today  by  Mr 
Brian  Smith,  Chief  Counsel  of  the  Comptroller's  Office. 

I  shall  limit  my  remarks  to  a  summary  of  our  agency’s 
views  on  the  current  developments  in  the  financial 
marketplace  and  in  the  legal  framework  that  governs 
that  marketplace.  Our  more  thorough  answers  to  the 
interrogatories  from  the  Committee  are  attached  as  an 
appendix  to  this  testimony. 

There  is  no  doubt  that  the  legal  structure  governing 
financial  institutions  has  become  increasingly  com¬ 
plex  and  unnecessarily  complicated.  More  important¬ 
ly,  significant  inequities  to  both  the  public  and  the 
institutions  themselves  have  resulted  from  this  legal 
structure. 

The  current  legal  framework  governing  financial  insti¬ 
tutions  worked  reasonably  well  in  four  of  the  last  five 
decades.  But  in  recent  years,  developments  in  the 
marketplace  and  the  economy  have  subjected  this 
structure  to  increasing  pressure.  Congress  must  now 
decide  whether  to  take  no  action,  to  attempt  to  put  a 
stop  to  all  further  innovation  in  order  to  provide  time  for 
further  deliberation,  or  to  address  the  problem  directly 
by  rewriting  the  legal  framework  that  no  longer  works 
in  today's  marketplace. 


Legal  and  Marketplace  Complexity 

There  is  apparently  a  perception  that  the  confusion 
and  complexity  in  the  financial  services  industry  is 
largely  the  result  of  differences  in  the  way  the  various 
regulatory  agencies  have  interpreted  laws  related  to 
the  industry.  Undoubtedly,  interpretive  differences  are 
responsible  for  part  of  the  confusion  We  believe, 
however,  that  too  much  attention  has  been  focused  on 
differences  among  regulatory  agencies.  That  focus 
diverts  attention  from  the  fundamental  cause  of  the 
complexity — the  labyrinth  of  laws  that  defines  the 
powers  of  different  kinds  of  financial  institutions  and 
the  role  of  the  various  regulatory  agencies.  Even  apart 
from  the  complexity  introduced  by  the  increasing  role 
of  nondepository  institutions,  the  diversity  among  de¬ 
pository  institutions  is  itself  astounding. 


First,  consider  commercial  banks  What  is  commonly 
referred  to  as  the  dual  banking  system  is  composed  of 
not  two  but  50*  state  regulatory  agencies  and  three 
federal  agencies.  A  bank  with  a  national  charter 
granted  by  the  Office  of  the  Comptroller  of  the  Curren¬ 
cy,  is  required  to  become  a  member  of  the  Federal 
Reserve  System  (Fed)  and  obtain  Federal  Deposit 
Insurance  Corporation  (FDIC)  insurance  State-char¬ 
tered  banks  can  elect  to  become  Fed  members,  in 
which  case  FDIC  insurance  is  mandatory  For  state 
non-Fed  members,  FDIC  insurance  is  optional. 

There  is  a  similar  diversity  among  savings  and  loan 
associations  with  the  added  twist  that  they  can  be 
either  mutual  organizations  or  owned  by  stockholders 
Federally  chartered  savings  and  loans  are  members 
of  the  Federal  Home  Loan  Bank  System  (FHLBS)  and 
are  required  to  obtain  Federal  Savings  and  Loan 
Insurance  Corporation  (FSLIC)  insurance.  FHLBS 
membership  and  FSLIC  insurance  are  optional  for 
state-chartered  savings  and  loans  In  some  states 
state  deposit  insurance  can  be  obtained 

Savings  banks  are  either  chartered  at  the  federal  or 
state  level.  State  savings  banks'  choices  regarding 
Fed  membership  and  FDIC  insurance  are  similar  to 
those  faced  by  state-chartered  commercial  banks 
They  also  have  the  option  of  joining  the  FHLBS  Like 
federal  savings  and  loans,  federal  savings  banks  must 
become  FHLBS  members  and  obtain  FSLIC  insurance 
with  the  exception  that  a  federal  savings  bank  that  was 
formerly  a  state-chartered  mutual  savings  bank  may 
retain  its  FDIC  insurance 

Credit  unions  are  a  fourth  category  of  depository 
institution.  At  the  federal  level,  they  are  chartered  by 
the  National  Credit  Union  Administration  (NCUA)  and 
insured  by  the  National  Credit  Union  Share  Insurance 
Fund  (NCUSIF).  NCUSIF  insurance  is  optional  for 
state-chartered  credit  unions  Additionally,  the  NCUA 
Board  manages  the  Central  Liquidity  Facility  which 
provides  loans  to  member  credit  unions  with  liquidity 
problems 

Besides  these  well-known  examples,  there  are  a  varie 
ty  of  other  types  of  depository  institutions  For  exam¬ 
ple,  state-chartered  industrial  banks  obtain  deposits  in 
the  form  of  passbook  accounts  or  savings  certificates 
Historically,  those  deposits  have  been  either  unin 
sured  or  insured  privately  although  some  are  now 
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eligible  tor  FDlC  insurance  Moreover,  they  are  not 

subiect  to  federal  interest  rate  ceilings 

Each  of  these  types  of  depository  institutions  faces  a 
different  combination  of  chartering,  supervising,  and 
■nsuring  agencies  Each  operates  in  a  different  regula¬ 
tory  and  statutory  environment,  yet  must  compete 
directly  with  the  other  types  That  this  results  in  a 
complicated  legal  structure  is  evident  It  is  hardly 
surprising  that  confusion  over,  and  some  differing 
interpretations  of.  the  law  occur  among  the  numerous 
regulatory  authorities  involved 

Reasons  for  Confusion 

The  complexity  of  our  legal  structure  has  not  always 
generated  confusion  in  the  marketplace  The  legal 
system  governing  depository  institutions  that  was  cre¬ 
ated  in  the  first  third  of  the  century  worked  reasonably 
well  for  many  years  The  Federal  Reserve  Act  of  1913. 
the  McFadden  Act  of  1927,  the  Banking  Act  of  1933, 
the  Federal  Deposit  Insurance  Act  of  1934,  the  Feder¬ 
al  Home  Loan  Act  of  1932,  the  Home  Owners  Loan  Act 
of  1933,  and  the  National  Housing  Act  of  1934  all  were 
attempts  to  meet  legitimate  public  policy  concerns. 
While  it  can  be  argued  that  this  extensive  legislation 
may  have  been  more  than  was  needed  to  meet  such 
concerns,  it  nevertheless  has  been  generally  success¬ 
ful  at  avoiding  a  recurrence  of  massive  failures,  pre¬ 
venting  undue  concentrations  of  financial  resources, 
and  limiting  abuses  arising  from  conflicts  of  interest 

However,  in  the  five  decades  since  this  structure  was 
put  in  place,  pressures  have  developed  in  the  market¬ 
place  that  have  steadily  increased  the  cost  of  achiev¬ 
ing  these  policy  goals  In  fact,  today’s  financial  serv¬ 
ices  environment  is  so  different  from  that  of  the  1920's 
and  30’s  that  the  complex  legal  structure  in  some 
ways  serves  to  undermine  the  very  purposes  that  it 
was  originally  intended  to  serve. 

The  major  pressures  that  have  undermined  what  were 
once  fairly  well-ordered,  effective  distinctions  are  the 
result  of  technology  and  economic  volatility  Techno¬ 
logical  developments  have  armed  all  participants  in 
the  financial  services  marketplace  with  the  capability 
to  offer  (1 )  new  products  or  combinations  of  products, 
and  (2)  traditional  products  at  a  lower  cost.  Concur¬ 
rently,  the  high  and  volatile  interest  rates  that  reached 
a  peak  early  in  this  decade  created  demands  for  a 
host  of  new  financial  services  and  products 

Nondepository  financial  service  companies,  which  tra¬ 
ditionally  have  had  wide  latitude  in  the  products  they 
offer  responded  to  these  demands  by  developing 
re//  t/pes  or  new  combinations  of  financial  mstru- 
ments  Technology  enhanced  the  ability  of  securities 


firms,  insurance  firms,  and  even  retailers  to  offer  new 
and  innovative  products  to  a  broader  array  of  custom¬ 
ers  than  ever  before. 

Depository  institutions,  also  armed  with  new  abilities 
and  facing  this  new  competition,  can  no  longer  be 
satisfied  operating  within  the  constraints  imposed  on 
them  some  50  years  ago.  Most  institutions  want  to  offer 
a  wider  variety  of  products  in  a  wider  geographic 
range  than  ever  before  In  fact,  they  must  do  so  in 
order  just  to  retain  their  present  customers. 

The  current  legal  framework  is  so  convoluted,  and 
technology  so  advanced,  that  many  institutions  are 
successfully  finding  ways  to  offer  new  products  and 
compete  in  new  locales  However,  not  all  depository 
institutions  are  equally  able  to  pursue  these  competi¬ 
tive  strategies,  and  all  are  less  able  to  innovate  than 
their  nondepository  competitors.  The  fact  that  there 
are  a  wide  variety  of  depository  institutions,  each  with 
its  own  niche  in  the  law,  now  competing  against  the 
less  restricted  nondepository  institutions,  has  resulted 
in  serious  inequities  and  contributed  to  much  of  the 
confusion  in  the  marketplace  today. 

Inequities  of  Current  Structure 

A  thorough  discussion  of  the  different  statutory  and 
regulatory  frameworks  for  each  type  of  financial  institu¬ 
tion  would  be  too  lengthy  to  engage  in  here,  but  a  few 
notable  examples  will  illustrate  the  inequities.  First,  the 
statutory  and  regulatory  framework  governing  com¬ 
mercial  banks  differs  markedly  from  that  governing 
savings  and  loan  associations. 

While  commercial  banks  have  statutory  limitations  on 
interstate  and  intrastate  branching,  federally  char¬ 
tered  savings  and  loans  have  no  intrastate  limitations, 
and  have  significantly  less  onerous  regulatory  restric¬ 
tions  on  interstate  activity.  Savings  and  loans  receive 
more  advantageous  tax  treatment  of  allocations  to  a 
bad  debt  reserve  than  banks.  Unitary  savings  and 
loan  holding  companies  are  far  less  restricted  in  their 
activities  than  any  bank  holding  companies  In  fact, 
the  Acting  General  Counsel  of  the  Federal  Home  Loan 
Bank  Board  has  said  that  "There  are  essentially  no 
restrictions  on  the  parent  of  a  unitary  savings  and  loan 
holding  company  "  On  the  other  hand,  commercial 
banks  have  broader  and  more  direct  commercial 
lending  authority  These  legal  differences  make  no 
sense  in  light  of  the  fact  that  commercial  banks  and 
savings  and  loans  compete  directly  and  offer  substan¬ 
tially  similar  products  and  services 

In  recent  years,  the  legal  disparities  among  differing 
types  of  commercial  banks  have  also  increased 
State-chartered  banks  in  several  states  are  gaining 
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powers  that  are  not  permitted  their  national  bank 
competitors.  For  example,  beginning  next  year  in 
California,  state-chartered  banks  will  be  able  to  take 
eguity  positions  in  real  estate,  engage  in  unlimited 
data  processing  services,  and,  for  those  that  are  not 
members  of  the  Federal  Reserve  System,  operate, 
underwrite,  and  sell  mutual  funds.  Under  South  Dako¬ 
ta  law.  banks  may  engage  in  all  facets  of  the  insurance 
business. 

There  are  numerous  other  examples  of  states  authoriz¬ 
ing  activities  for  state-chartered  institutions  that  are 
not  available  to  federally  chartered  institutions.  In  one 
or  more  states,  state  banks  are  permitted  to  offer  one 
or  more  of  the  following  financial  services:  discount 
brokerage,  mutual  funds,  full  service  brokerage,  real 
estate  brokerage,  general  insurance  activities,  credit 
life  and  disability  insurance,  and  ownership  of  travel 
agencies.  In  some  cases  only  a  few  states  authorize 
the  activity.  Some  activities,  however,  appear  to  be 
permitted  by  a  number  of  states.  Moreover,  in  many 
cases,  states  are  acting  to  facilitate  out-of-state  entry 
by  institutions  wishing  to  conduct  the  expanded  activi¬ 
ties  within  their  boundaries. 

Substantial  differences  also  exist  in  the  powers  of 
depository  and  nondepository  institutions,  even  when 
they  are  offering  similar  or  identical  products.  Securi¬ 
ties  firms  can  offer  customers  deposit  instruments 
through  brokering,  provide  transaction  services 
through  liquid  asset  accounts  such  as  money  market 
mutual  funds,  make  commercial  and  consumer  loans, 
provide  cash  management  services,  and  engage  in 
trust  activities  Moreover,  they  can  combine  these 
banking  services  with  underwriting  and  selling  all 
types  of  securities,  and  operating,  underwriting,  and 
selling  mutual  funds.  They  can  also  engage  in  the  full 
gamut  of  real  estate  activities  and  can  invest  in  any 
type  of  security  or  real  property. 

Insurance  firms  are  similarly  unrestricted,  although 
they  are  even  more  bank-like  in  their  role  as  a  financial 
intermediary.  Insurance  companies  accept  money 
from  individuals  in  a  fiduciary  capacity  and  in  return 
offer  financial  services.  Yet  they  can  also  engage  in  all 
facets  of  securities,  real  estate,  and  lending  activities 

The  Glass-Steagall  Act — An  Example  of 
Inequities 

The  sections  of  the  Banking  Act  of  1933  that  have 
become  known  as  the  Glass-Steagall  Act  provide  a 
good  example  of  how  the  complexities  in  the  law 
coupled  with  today's  marketplace  realities  have  result¬ 
ed  in  conflict  and  confusion. 

This  landmark  statute  is,  of  course,  one  of  the  basic 
laws  establishing  the  structure  of  our  financial  industry 


today.  In  the  public  mind,  this  Act  has  achieved  a 
clear  separation  of  commercial  and  investment  bank¬ 
ing.  Moreover,  numerous  court  cases  throughout  the 
last  50  years  have  refined  its  application  Nonetheless 
today  this  statute  is  the  subject  of  at  least  a  half  dozen 
different  precedent-setting  lawsuits. 

There  are  four  key  sections  to  the  Act  Section  16 
applies  to  member  banks,  and  restricts  their  invest¬ 
ment  banking  activities  to  the  following  (1)  acting  as 
agent  in  executing  transactions:  (2)  restricted  pur¬ 
chases  for  its  own  account:  and  (3)  unrestricted 
dealing  in  certain  government  securities  Section  20 
also  applies  to  member  banks,  and  prohibits  bank 
affiliations  with  a  business  entity  "engaged  principally" 
in  investment  banking  activities.  Section  21  applies  to 
all  banks  and  other  depository  institutions,  and  makes 
it  illegal  for  them  to  engage  in  investment  banking 
(except  in  areas  authorized  under  Section  16)  and  at 
the  same  time  accept  deposits.  Finally,  Section  32 
applies  to  member  banks  and  prohibits  interlocking 
directorships  and  some  other  relationships  between 
member  banks  and  firms  or  individuals  "primarily 
engaged"  in  investment  banking 

All  four  of  these  sections  are  the  focus  of  considerable 
debate.  In  Securities  Industry  Association  v  Conover, 
the  Comptroller's  authorizations  of  Security  Pacific 
National  Bank  and  Union  Planters  National  Bank  to 
operate  a  discount  brokerage  firm  as  a  subsidiary  are 
being  challenged.  At  issue  is  the  meaning  of  agent 
under  Section  16 — that  is.  exactly  what  activities  con¬ 
stitute  "purchasing  and  selling  securities  and 
stock  without  recourse,  solely  upon  the  order,  and  for 
the  account  of  customers." 

In  Investment  Company  Institute  v  Conover,  the 
meanings  of  Sections  16  and  21  have  been  called  into 
question  In  this  case  the  Comptroller  granted  permis¬ 
sion  to  Citibank,  N  A  to  pool  IRA  trust  assets  after 
finding  that  this  was  a  proper  exercise  of  a  bank's 
traditional  trust  powers,  since  such  assets  were  re¬ 
ceived  in  trust  and  did  not  constitute  securities  for 
purposes  of  Sections  16  and  21 

In  Investment  Company  Institute  v  FDIC,  the  interpre¬ 
tation  of  Section  20  is  being  challenged  In  this  case 
the  FDIC  issued  a  policy  statement  adopting  the  view 
that  state  non-member  banks  insured  by  the  FDIC  are 
not  covered  by  Section  20  of  the  Glass-Steagall  Act 

The  Federal  Home  Loan  Bank  Board's  opinion  that 
brokerage  services  performed  by  service  corporation 
subsidiaries  of  savings  and  loan  associations  do  not 
violate  Glass-Steagall  is  being  challenged  in  Securi¬ 
ties  Industry  Association  v  FHLBB  The  Bank  Board 
also  found  that  Section  20  only  applies  to  member 
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banks  and  therefore  clearly  excluded  savings  and 
loans  it  also  found  that  Section  21 .  which  applies  to  all 
depository  institutions,  does  not  apply  to  subsidiaries 
of  those  institutions  because  these  do  not  take  depos¬ 
its 

Other  cases,  including  Investment  Company  Institute 
v  FDIC  et  at.  (Boston  Five  Cent  Savings  Bank  case) 
and  A  G  Becker  v  Board  of  Governors  of  the  Federal 
Reserve  System  also  deal  with  fundamental  issues 
under  the  Glass-Steagall  Act  These  and  the  four 
cases  summarized  above  are  discussed  thoroughly  in 
the  appendix 

Thus,  the  meanings  of  the  key  sections  of  the  Glass- 
Steagall  Act  currently  are  subject  to  litigation  It  is  not 
our  purpose  today  to  discuss  the  merits  of  each  of 
these  cases  However,  the  very  existence  of  so  many 
challenges  to  such  a  fundamental  statue  should  raise 
several  basic  questions  in  the  minds  of  the  Congress. 

First,  why  is  this  statute  under  assault  from  so  many 
different  quarters  50  years  after  its  passage9  Is  it 
really,  as  some  would  suggest,  because  the  regula¬ 
tors  are  engaged  in  a  “competition  in  laxity,'  or  is  it 
because  the  statute  itself  is  flawed  in  the  light  of 
marketplace  realities9 

The  marketplace  has  clearly  changed  in  recent  years, 
in  ways  that  have  brought  depository  institutions  and 
investment  banking  firms  into  closer  competition,  thus 
pressuring  both  to  look  for  new  ways  to  parry  the 
thrusts  of  the  other.  Three  developments  in  particular 
have  changed  the  nature  of  the  competition  First,  in 
the  1960’s,  new  short-term  funding  instruments,  such 
as  commercial  paper  and  negotiable  certificates  of 
deposit,  were  developed  and  came  into  widespread 
use  Secondary  markets  quickly  developed  and  made 
those  instruments  highly  liquid  Rising  interest  rates 
made  these  instruments  particularly  attractive.  Sec¬ 
ond,  in  1975,  SEC  Rule  19b3  banned  fixed  brokerage 
commissions.  Finally,  throughout  the  1960's  and 
1970’s,  rapid  advances  in  computer  and  telecommu¬ 
nications  technology  steadily  lowered  the  costs  of 
executing  routine  securities  and  deposit  transactions 
and  made  possible  new  ways  to  market  and  deliver 
financial  services 

These  developments  first  gave  rise  to  the  rapid  growth 
of  money  market  mutual  funds  (MMMFs).  Alone  or  in 
combination  with  credit  cards  and  brokerage  serv¬ 
ices  investment  banking  firms  began  using  these 
MMMFs  to  effectively  compete  for  the  best  customers, 
business,  and  deposits  of  the  commercial  banks  At 
the  same  time  these  developments  made  possible 
another  new  industry  discount  brokerage  While 
bar  ks  t  ad  always  had  fhe  power  to  execute  securities 


transactions  for  customers,  there  was  no  way  for  them 
to  compete  on  the  basis  of  price  because  of  fixed 
commissions.  Nor  could  they  offer  the  full  range  of 
securities  services  that  were  incorporated  into  the 
required  fixed  price  of  brokerage  firms.  The  develop¬ 
ment  of  the  discount  brokerage  industry,  along  with 
new  transaction  accounts  bearing  market  rates  of 
interest,  has  given  commercial  banks  the  means  to 
counter  the  competitive  thrusts  of  investment  banks. 

Thus,  both  groups  have  developed  the  means  to 
compete  with  each  other  on  grounds  not  previously 
possible.  And  the  massive  consumer  response  to 
these  new  services  can  leave  absolutely  no  doubt  that 
the  public  has  greatly  benefitted  from  this  new  compe¬ 
tition  Moreover,  no  detrimental  effects  have  result¬ 
ed — no  abuses,  conflicts  of  interest,  unsafe  banking 
conditions,  or  concentrations  of  power 

This  competition,  however,  does  result  in  each  indus¬ 
try  trying  to  find  new  legal  ways  to  encroach  upon  the 
other’s  “turf . and  to  augment  its  own  competitive 
position  with  self-serving  legal  challenges  to  inroads 
upon  its  own  markets  in  order  to  protect  market  share 
and  profits.  It  is  to  be  expected  that  in  this  as  well  as  in 
other  areas,  restrictive  statutes  are  under  challenge 
But,  one  should  be  led  to  question  not  the  marketplace 
activity  but  the  statutory  inequities  that  give  rise  to  the 
litigation 

For  example,  was  the  original  public  policy  reason  for 
treating  member  banks  and  state  non-member  banks 
differently  under  Sections  16,  20,  and  32  of  Glass- 
Steagall9  If  there  were  such  reasons,  are  they  still 
valid9 

Why  is  the  test  under  Section  20,  “engaged  principally 
in"  less  stringent  than  the  test  under  Section  32, 
“primarily  engaged  in’’9  Are  the  reasons  for  this  dis¬ 
tinction  still  valid9  What  “loopholes"  does  this  distinc¬ 
tion  open  up9  Were  these  intended9 

Why  does  only  Section  21  apply  to  all  depository 
institutions9  Why  should  savings  and  loan  associa¬ 
tions  be  treated  differently  from  commercial  banks  in 
some  sections  of  Glass-Steagall  now  that  savings  and 
loan  associations  have  essentially  full  banking  pow¬ 
ers9  Are  not  the  same  problems — conflicts  of  interest 
and  potential  for  abuse — present  in  both  if  they  are 
present  in  one9 

These  questions  should  prompt  an  even  more  funda¬ 
mental  debate  over  the  basic  purposes  of  Glass- 
Steagall  The  enduring  public  policy  purposes  on 
which  this  Act  is  based  are  still  valid  However,  they 
can  be  achieved  in  a  more  straightforward  way,  with 
fewer  inequities  among  different  types  of  essentially 
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similar  institutions,  and  in  a  way  more  in  conformity 
with  marketplace  realities. 

Marketplace  Effects 

We  do  not  deplore  the  existence  of  these  legislated 
inequities  as  much  as  we  deplore  the  damage  they 
cause  in  the  marketplace.  It  is  the  consumer  of  finan¬ 
cial  services  that  ultimately  suffers  from  legal  inequi¬ 
ties.  Few  financial  institutions  (and  no  depository  insti¬ 
tutions)  can  legally  offer,  in  a  simple,  direct,  and  least- 
cost  way,  the  full  array  of  financial  services  that  is 
demanded  by  consumers. 

Because  of  these  constraints,  many  financial  institu¬ 
tions  expend  substantial  effort  in  attempting  to  find 
legal,  albeit  often  indirect  and  complicated,  ways  to 
offer  products  or  combinations  of  products  that  are  in 
demand.  Unfortunately,  the  strategic  plans  of  our 
major  financial  institutions  are  being  more  influenced 
by  lawyers  than  by  marketing  and  financial  execu¬ 
tives.  While  we  applaud  innovation  that  represents 
competitive  responses  to  market  demands,  it  is  unfor¬ 
tunate  when  an  industry  must  concentrate  its  innova¬ 
tion  on  creative  means  around  restrictive  and  often 
unnecessary  laws  and  regulations,  rather  than  on 
simply  better  meeting  the  needs  of  consumers. 

Ironically,  it  is  the  largest  financial  institutions  that  have 
the  greatest  ability  to  devote  such  legal  resources  to 
strategic  planning.  Moreover,  these  institutions  find  it 
most  feasible  and  worthwhile  to  offer  complicated 
products  or  enter  into  complex  affiliations  that  are 
necessary  in  order  to  offer  certain  products  or  serv¬ 
ices.  Thus,  the  smaller  and  middle-sized  depository 
institutions  are  struggling  to  remain  competitive  in  the 
face  of  restrictive  regulations  and  increased  competi¬ 
tive  pressure  from  nondepository  companies.  But  the 
larger  institutions  find  it  easier  to  bypass  certain 
restrictions  in  order  to  meet  market  demands.  Surely  it 
was  not  the  intent  of  Congress  to  provide  a  competi¬ 
tive  advantage  to  the  largest  institutions. 

Recommendations 

Faced  with  the  unnecessary  complexity  of  the  anach¬ 
ronistic  legal  structure  that  governs  the  financial  mar¬ 
kets,  and  the  resultant  detrimental  effects  to  the  con¬ 
sumer,  Congress  appears  to  have  three  choices.  It 
can: 

1 )  take  no  action; 

2)  attempt  to  halt  the  more  innovative  and  contro¬ 
versial  developments  (particularly  combina¬ 
tions  of  depository  and  nondepository  institu¬ 


tions)  in  order  to  allow  further  deliberation  on 
the  issues;  or 

3)  address  the  problem  directly  and  rewrite  the 
legal  framework  to  address  the  public  policy 
and  marketplace  concerns  as  they  exist  today 
This  Office  supports  the  third  option 

To  continue  to  do  nothing  would  only  perpetuate 
inequities,  and  would  continue  to  deny  the  consumer 
access  to  competitive,  efficiently  delivered  financial 
services. 

The  second  alternative,  to  impose  a  moratorium, 
would  be  even  more  detrimental  to  the  marketplace, 
and  would  serve  no  real  purpose.  By  opting  for  a 
moratorium  instead  of  taking  no  action,  the  Congress 
would  merely  be  substituting  one  set  of  inequities  for 
another.  Institutions  that  have  already  expanded  in  a 
manner  that  would  be  curtailed  by  the  moratorium 
would  be  in  a  competitively  advantageous  position 

Moreover,  to  impose  a  moratorium  in  order  to  provide 
time  for  study  of  the  issues  is  simply  delaying  the 
inevitable.  The  issue  has  been  studied  numerous 
times  over  the  last  two  decades.  In  our  testimony 
before  the  Senate  Banking  Committee  on  April  27  of 
this  year  we  chronicled  the  many  Congressional  and 
Executive  Branch  studies  of  the  structure  of  the  finan¬ 
cial  services  industry.  Time  after  time,  essentially 
similar  recommendations  have  come  forth  indicating 
the  need  to  restructure  the  industry.  At  this  point,  more 
study  will  yield  us  little  more  than  another  report  and 
another  citation 

The  time  is  now  to  rewrite  the  laws  governing  the 
financial  services  industry.  A  legal  framework  must  be 
adopted  that  minimizes  the  restrictions  that  are  inap¬ 
propriate  in  today’s  marketplace  Such  a  structure 
must  have  as  an  underlying  theme  equal  treatment  of 
like  institutions  and  products,  so  as  to  eliminate  as 
much  as  possible  the  inequities  that  cause  confusion 
and  prevent  all  institutions  from  responding  to  con¬ 
sumer  demands. 

The  Administration  recently  proposed  comprehensive 
legislation  to  resolve  the  fundamental  issues  raised  by 
today’s  changing  marketplace  That  proposal  to  move 
forward  represents  a  balanced  approach  The  Admin¬ 
istration's  bill,  rather  than  a  moratorium  that  seeks  to 
turn  back  the  clock,  should  be  the  point  of  departure 
from  which  to  begin  the  debate 

Because  of  space  limitations  the  appendix  is  not 
reprinted  here  It  is  available  from  other  sources 
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Statement  of  C.  T.  Conover,  Comptroller  of  the  Currency,  before  the  Senate 
Committee  on  Banking,  Housing  and  Urban  Affairs,  Washington,  D.C.,  September 
14,  1983 


Mr  Chairman,  members  of  the  Committee,  it  is  a 
pleasure  to  present  my  views  on  S  1609,  the  Financial 
Institutions  Deregulation  Act  (FIDA),  and  on  other 
major  issues  involving  the  deregulation  of  the  financial 
services  industry  These  views  are  not  necessarily 
those  of  the  Administration  I  have  testified  on  numer¬ 
ous  occasions  about  the  need  for  change  in  the  laws 
governing  depository  institutions  I  would  like  to  reiter¬ 
ate  and  expand  on  those  views  today  by  focusing  on 
why  further  deregulation  is  necessary  and  how  I 
believe  such  deregulation  should  occur 

As  I  discussed  in  my  April  27.  1983,  testimony  before 
this  Committee,  many  studies  over  the  past  15  years 
have  supported  deregulation  of  financial  services. 
Indeed,  so  many  respected  people  have  testified 
before  congressional  committees  on  legislation  to 
accomplish  some  aspect  of  financial  services  deregu¬ 
lation,  it  would  be  easy  to  assume  that  there  is  a 
general  consensus  in  favor  of  substantial  deregulation 
of  depository  institutions.  Unfortunately,  however,  that 
is  not  the  case  If  it  were,  we  would  have  accom¬ 
plished  more  deregulation  than  we  have  To  date,  we 
have  only  granted  much  needed  asset  flexibility  to 
thrift  institutions,  and  effectively  eliminated  interest 
rate  ceilings  on  time  deposits. 

Why  Deregulate  Further? 

The  job  of  deregulating  depository  institutions  is  only 
partially  accomplished  In  fact,  this  partially  deregulat¬ 
ed  environment  is  placing  severe  pressure  on  banks. 
There  are  important  further  steps  that  need  to  be 
taken  If  they  are  not,  the  consumer  of  financial  serv¬ 
ices  will  be  the  loser,  and  our  depository  system  will 
become  weaker 

Interest  Rate  Deregulation  Puts  Pressure  on  Margins 

Until  recently,  depository  institutions  were  forbidden 
by  law  to  compete  for  consumer  deposits  based  on 
interest  rates  Thus,  they  had  to  compete  in  the  only 
other  way  they  could— on  the  basis  of  convenience 
and  service  They  invested  heavily  in  brick-and-mortar 
facilities  within  their  prescribed  market  areas,  and 
kept  them  open  for  long  hours  in  order  to  attract 

'he  high  operating  costs  associated  with  this  ap¬ 
proach  /vere  offset  by  the  low  interest  expenses  fos- 
*ered  by  Regulation  O  In  fact  interest  margins  were 
r  gr  arid  eft  institutions  substantial  room  for  error 


Most  banks  and  thrifts  had  little  incentive  to  be  cost- 
efficient— an  effort  that  would  have  required  complex 
cost  accounting  systems  to  identify  the  actual  costs  of 
providing  individual  products  and  of  serving  individual 
customers  Some  low-balance  accounts  were  proba¬ 
bly  unprofitable,  but  most  institutions  did  not  have  the 
systems  in  place  to  identify  them 

The  lifting  of  interest  rate  ceilings  has  changed  the 
picture  dramatically  Banks  and  thrifts  can  no  longer 
afford  to  offer  costly  services  and  convenience  without 
charging  higher  prices  Moreover,  competition  from 
non-depository  institutions  has  increased.  And  many 
do  not  have  the  substantial  fixed  costs  associated  with 
extensive  networks  of  banking  offices.  As  a  result,  they 
have  marketed  their  services  predominantly  on  the 
basis  of  interest  rates  paid  and  have  targeted  the  most 
profitable  customer  segment— those  with  high  bal¬ 
ances  Thus,  the  profits  once  reaped  by  depository 
institutions  by  paying  low  rates  of  interest,  particularly 
to  high  balance  customers,  no  longer  exist.  They  are 
no  longer  available  to  offset  the  losses  resulting  from 
serving  low  balance  accounts  and  maintaining  a  cost¬ 
ly  delivery  system  offering  a  limited  product  line 

Banks  Have  Limited  Strategies  Available 

In  making  the  transition  to  price-based  competition, 
banks  must  reevaluate  and  possibly  revamp  their 
entire  mode  of  delivering  financial  services  They  have 
essentially  three  strategies  open  to  them.  First,  in  the 
short  term  they  can  raise  fees  and  try  to  reduce 
operating  costs  Second,  they  can  streamline  the 
delivery  system  by  closing  branches  and  increasing 
the  use  of  electronic  facilities.  A  third  response  would 
be  to  sell  more  products  through  the  existing  delivery 
systems  in  order  to  spread  fixed  overhead  costs 

Ideally,  institutions  would  choose  a  blend  of  these 
strategies.  Of  the  three  possible  strategies,  repricing 
existing  services  is  being  pursued  most  aggressively 
It  provides  short-run  benefits  and  is  the  most  free  from 
regulatory  constraint  However,  the  true  cost  of  servic¬ 
ing  existing  accounts  under  the  current  structure  may 
be  so  high  that  institutions  will  lose  customers  if  they 
pursue  only  a  repricing  strategy  More  importantly, 
some  consumers  and  small  businesses  may  be  un¬ 
able  to  obtain  affordable  banking  services  from  a 
local,  traditional  bank 

The  second  strategy,  streamlining  the  delivery  system, 
is  appealing  as  a  somewhat  longer-term  response 
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However,  there  are  severe  regulatory  constraints  on 
the  ability  of  institutions  to  pursue  this  strategy.  At¬ 
tempts  by  banks  to  join  together  and  achieve  econo¬ 
mies  of  scale  are  often  limited  by  state  branching  laws 
or  by  federal  restrictions  on  interstate  branching.  An 
ATM.  which  is  much  less  expensive  to  operate  than  a 
full-service  branch,  may  not  be  permitted  by  state  law 
if  it  is  across  the  street,  or  in  the  next  county,  or  in  the 
next  state. 

Unfortunately,  the  third  strategy,  to  expand  product 
offerings,  is  also  severely  limited  by  present  law  Yet  it 
is  this  strategy  that  is  most  likely  to  assure  the  avail¬ 
ability  of  financial  services  to  the  greatest  number  of 
consumers.  The  existing  delivery  systems  of  banks 
and  thrifts  could  be  used  to  profitably  offer  other 
financial  services,  such  as  insurance,  real  estate  serv¬ 
ices,  and  expanded  securities  activities.  By  allowing 
more  products  to  flow  through  the  existing  network  of 
offices,  the  cost  of  delivering  existing  services  would 
be  lowered.  This  would  enable  consumers  to  obtain  a 
broader  array  of  services  at  affordable  prices  through 
their  local  depository  institutions. 

Consumers  and  Small  Businesses  Will  Benefit 

I  do  not  believe  that  the  public  is  well  served  when 
banks  and  thrifts  are  forced  to  close  branches  and 
increase  fees.  However,  unless  banks  are  permitted  to 
pursue  other  strategies,  they  may  have  no  other 
alternative.  Pressure  to  cut  services  will  be  reduced, 
however,  if  institutions  are  allowed  maximum  flexibility 
in  adjusting  to  a  market  interest  rate  environment. 

I  am  not  predicting  that  some  bank  customers  will  not 
be  able  to  obtain  financial  services  in  the  future.  They 
will  be  able  to  do  so — but  not  necessarily  from  banks. 
Many  may  turn  to  such  organizations  as  Sears,  Kroger 
Supermarkets,  J.  C.  Penney,  or  finance  companies. 
Unless  changes  are  made,  depository  institutions  will 
continue  to  find  themselves  vulnerable  to  competition 
from  organizations  with  a  structural  competitive  ad¬ 
vantage — one  that  arises  not  from  superior  manage¬ 
ment  skill  but  from  arbitrarily  legislated  inequities 

Choices  Open  to  Congress 

Regulators  have  taken  steps  to  expand  the  permissi¬ 
ble  activities  of  banks  by  relaxing  overly  strict  interpre¬ 
tations  of  old  laws,  such  as  allowing  depository  institu¬ 
tions  to  engage  in  discount  brokerage  services  For 
the  most  part,  however,  we  may  have  gone  as  far  as 
possible,  given  current  statutory  restrictions  on  bank 
activities.  For  further  broadening  of  powers,  legislative 
action  is  needed 

There  are  essentially  three  choices  open  to  the  Con¬ 
gress.  It  can: 


1  Take  no  action: 

2  Attempt  to  halt  the  more  innovative  and  contro¬ 
versial  developments  (particularly  combina¬ 
tions  of  depository  and  nondepository  institu¬ 
tions)  by  imposing  a  moratorium  in  order  to 
allow  further  deliberation  on  the  issues,  or 

3.  Address  the  problem  directly  and  rewrite  the 
legal  framework  to  address  the  public  policy 
and  marketplace  concerns  as  they  exist  today 

I  definitely  support  the  third  option. 

Take  No  Action 

To  continue  to  do  nothing  would  only  perpetuate 
inequities  It  would  also  continue  to  deny  customers 
access  to  competitive,  efficiently  delivered  financial 
services 

Impose  a  Temporary  Moratorium 

The  second  alternative,  to  impose  a  moratorium, 
would  be  even  more  detrimental  to  the  marketplace. 
By  opting  for  a  moratorium  instead  of  taking  no  action, 
the  Congress  would  merely  be  substituting  one  set  of 
inequities  for  another  Institutions  that  have  already 
expanded  in  a  manner  that  would  be  curtailed  during 
a  moratorium  would  be  in  a  competitively  advanta¬ 
geous  position. 

Moreover,  to  impose  a  moratorium  simply  delays  the 
inevitable.  The  issues  have  been  studied  numerous 
times  over  the  last  two  decades  Time  after  time, 
similar  recommendations  have  come  forth  indicating 
the  need  to  restructure  the  industry.  At  this  point,  more 
study  will  yield  little  more  than  another  report  and 
another  citation. 

Undertake  Fundamental  Reform 

Now  is  the  time  to  rewrite  the  laws  governing  the 
financial  services  industry.  The  marketplace  is  moving 
ahead  rapidly  in  the  creation  of  new  financial  services 
Unfortunately,  regulated  depository  institutions  are 
being  forced  to  design  complex  financial  services  to  fit 
legal  loopholes  discovered  by  lawyers,  rather  than 
simply  responding  to  market  demands  Now  is  the 
time  to  enact  legislation  that  will  ease  the  transition  for 
both  depository  institutions  and  their  customers. 

In  considering  the  appropriate  legal  structure  to  gov¬ 
ern  the  financial  services  marketplace,  three  funda¬ 
mental  goals  of  federal  regulation  should  be  kept  in 
mind  First  and  foremost,  the  stability  of  the  depository 
system  must  be  preserved  Second,  federal  regulation 
should  prevent  abuses  arising  from  conflicts  of  inter 
est.  Third,  regulation  should  prevent  undue  concentra 
tions  of  financial  resources 
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To  these  traditional  goals,  which  I  fully  support.  I  would 
like  to  add  two  more  (1)  that  the  federal  government 
intervene  in  the  financial  services  marketplace  only  to 
the  extent  necessary  to  serve  these  traditional  goals, 
and  (2)  that  regulation  apply  equally  to  all  participants 
performing  the  same  functions.  Excessive  regulatory 
intervention  not  only  results  in  inefficient  delivery  of 
financial  services,  but  also  provides  incentives  for 
circumvention  of  the  regulations  And  it  creates  a  need 
for  further  regulations  Attempting  to  counter  natural 
market  forces  is  an  impossible  undertaking  that  im¬ 
poses  costs  on  both  the  regulated  industry  and  the 
consumer. 

An  integral  part  of  minimal  regulation  is  equitable 
regulation  For  example,  banks  and  thrift  institutions, 
which  offer  substantially  similar  products,  should  be 
regulated  in  the  same  way  Similarly,  securities  activi¬ 
ties  of  banking  companies  ought  to  be  regulated  in  the 
same  way  as  independent  securities  firms.  To  subject 
competing  institutions  to  different  capital  standards 
and  other  rules  is  inequitable  and  undermines  one  of 
the  purposes  of  regulation. 

FIDA  Will  Provide  Needed  Flexibility 

S.  1609  substantially  addresses  these  concerns.  It  will 
improve  the  stability  of  the  financial  system  by  making 
it  possible  for  insured  depository  institutions  to  be 
more  responsive  to  the  needs  of  the  marketplace 
Moreover,  the  health  of  the  industry  will  be  enhanced 
by  enabling  institutions  to  diversify  their  narrow  prod¬ 
uct  lines. 

The  requirement  that  new  activities  be  carried  out  in  a 
holding  company  affiliate,  and  at  the  same  time  main¬ 
taining  stringent  restrictions  on  interaffiliate  transac¬ 
tions,  shoud  be  adequate  to  prevent  conflicts  of 
interest  Undue  concentrations  of  financial  power  will 
continue  to  be  precluded  by  the  Bank  Merger  Act  and 
our  antitrust  statutes  More  importantly,  the  proposed 
restrictions  on  interaffiliate  transactions  will  preclude 
the  holding  company  from  unfairly  using  government- 
insured  deposits  to  fund  growth  in  its  other  activities  at 
a  cost  advantage  over  competitors  that  do  not  own 
banks 

Finally,  FIDA  would  create  a  system  of  functional 
regulation  that  is  fundamentally  equitable  Institutions 
engaged  in  like  activities  would  be  subjected  to  the 
same  regulation,  regardless  of  who  owns  the  institu¬ 
tion 

Suggested  Improvements  to  FIDA 

However  FIDA  falls  short  of  meeting  an  important 
test  imposing  as  few  restrictions  as  possible  I  would 


propose  improvements  in  two  areas  for  consideration 
by  the  Congress. 

Under  FIDA's  provisions,  banks  would  be  empowered 
to  add  mutual  fund  and  municipal  revenue  bond 
underwriting  to  their  present  securities  powers  Those 
existing  powers  include  general  obligation  bond  un¬ 
derwriting  and  retail  brokerage  activities  In  addition, 
securities  firms  that  do  not  engage  in  corporate  under¬ 
writing  could  also  acquire  full-service  banks  under 
FIDA. 

However,  the  underlying  structure  of  the  Glass-Stea- 
gall  Act  would  remain  unaltered.  Further,  FIDA  creates 
new  restrictions  by  expanding  the  definition  of  a  bank 
to  include  institutions  that  have  or  are  eligible  for  FDIC 
insurance.  This  effectively  prevents  full-service  securi¬ 
ties  firms  from  owning  any  type  of  bank.  I  support,  and 
the  public  would  benefit  from,  empowering  such  firms 
to  engage  in  retail  banking. 

This  result  could  be  accomplished  by  adopting  a  less 
restrictive  definition  of  a  bank— i.e.,  an  institution  that 
"accepts  insured  deposits  and  makes  commercial 
loans."  If  that  definition  were  incorporated  into  both 
the  Glass-Steagall  Act  and  the  Bank  Holding  Compa¬ 
ny  Act,  securities  firms  and  other  types  of  companies 
could  own  consumer-oriented  banks.  Potential  con¬ 
flicts  of  interest  and  concentrations  of  corporate  finan¬ 
cial  power  would  be  precluded.  And  the  consuming 
public  would  benefit  from  increased  competition  in  retail 
financial  services.  Essentially  all  financial  services  hold¬ 
ing  companies  would  then  have  to  choose  between 
engaging  in  commercial  lending  or  corporate  securities 
underwriting,  but  would  be  free  to  compete  for  consum¬ 
er  deposits,  lending  and  retail  brokerage  accounts 

In  allowing  these  retail  banking  institutions,  Congress 
may  want  to  consider  incorporating  certain  safe¬ 
guards  against  a  company  utilizing  a  retail  bank 
primarily  to  support  its  other  business  activities  If  a 
nonfinancial  enterprise  selling  consumer  goods  also 
makes  consumer  loans  to  finance  the  sale  of  that 
product,  there  is  the  potential  for  abuse  if  the  loans  are 
funded  with  federally  insured  deposits  The  potential 
for  such  abuse  should  be  limited. 

The  other  way  in  which  S.  1 609  falls  short  of  my  criteria 
is  that  it  is  silent  on  much  needed  geographic  deregu¬ 
lation  This  deregulation  will  be  extremely  important  as 
institutions  attempt  to  lower  overhead  costs  and  to 
expand  volume  to  achieve  efficiency  To  this  end,  l 
support  regional  experimentation  with  geographic 
deregulation,  such  as  is  contained  in  S  1002  I  also 
favor  changing  the  definition  of  branches  to  exclude 
unmanned  electronic  facilities  These  changes  would 
provide  banks  with  needed  flexibility 
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Additional  Action 

There  are  other  matters  before  the  Congress  not 
contained  in  FIDA  on  which  I  would  like  to  comment 
The  first  is  a  proposal  to  allow  interest  payments  on 
demand  deposits.  As  you  know,  the  Depository  Institu¬ 
tions  Deregulation  Committee  has  recommended  that 
such  interest  payments  be  allowed.  I  support  this 
action,  but  only  in  conjunction  with  broader  deregula¬ 
tion.  To  allow  interest  payments  on  demand  deposits 
without  providing  substantial  product  or  geographic 
deregulation  would  just  exacerbate  the  problems  fac¬ 
ing  the  banking  industry. 

Second,  I  favor  the  payment  of  interest  on  reserves. 
The  requirement  that  depository  institutions  hold  non- 
interest-bearing  deposits  with  the  Federal  Reserve 
System  amounts  to  a  tax  on  banks  and  thrifts.  This  tax 


hampers  the  ability  of  depository  institutions  to  com¬ 
pete  with  nondepository  financial  institutions  and 
should  be  removed 

Third,  I  support  reorganization  of  the  financial  regula¬ 
tory  structure  to  achieve  efficiency  and  equity  More¬ 
over,  as  further  deregulatory  legislation  is  enacted,  the 
need  for  such  restructuring  becomes  even  more  im¬ 
portant. 

Conclusion 

In  conclusion,  let  me  reiterate  that  the  objective  of 
further  deregulation  should  be  the  safe  delivery  of 
improved  financial  services  to  the  American  public  It 
is  the  public  that  has  already  benefited  from  deregu¬ 
lation  and  will  greatly  benefit  from  further  deregulation 
It  is  time  we  got  on  with  the  job 


Remarks  by  C.  T.  Conover,  Comptroller  of  the  Currency,  before  the  Town  Hall  of 
California,  Los  Angeles,  Calif.,  September  21,  1983 


‘The  Tug  of  War  in  Financial  Services” 


Distinguished  members  and  guests  of  Town  Hall  of 
California,  it  is  indeed  my  pleasure  to  address  you 
today  on  a  topic  that  is  important  to  all  of  us — the  tug 
of  war  in  financial  services. 

The  call  for  change  in  our  financial  system  has  been 
simmering  for  over  20  years.  It  came  to  a  boil  with  the 
larger  trend  towards  business  deregulation  in  the 
1970’s,  and  today  the  results  are  obvious  everywhere 
in  the  marketplace. 

Unfortunately,  change  has  come  through  market  inno¬ 
vation  and  not  through  changes  in  the  law  A  demand 
for  a  new  mix  offinancial  services  has  been  created  by 
new  providers  who  found  loopholes  in  existing  laws 
that  gave  them  a  competitive  advantage  over  banks. 

None  of  us  can  afford  to  be  indifferent  to  these  laws 
that  limit  competition.  After  all,  as  consumers  we  are  in 
the  best  position  to  benefit  from  free  competition 
Right  now,  there  is  a  body  of  law  that  prevents  some 
18,000  potential  competitors — banks  and  savings  and 
loan  associations — from  really  competing  with  each 
other  or  with  the  new  providers  of  financial  services 
You  and  I  pay  for  these  competitive  restrictions  every 
time  we  buy  or  use  a  financial  service 


To  examine  the  tug  of  war  in  financial  services,  we 
must  look  at  three  important  aspects 

1  The  environment  of  the  financial  services  mar¬ 
ketplace 

2.  The  deregulation  of  interest  rates 

3.  The  need  to  deregulate  further  and  the  way  this 
should  be  accomplished 

The  Financial  Services  Environment 

Banks  are  facing  the  prospect  of  heavy  competition 
from  a  new  kind  of  enterprise— the  diversified  financial 
service  firm  These  newcomers  have  familiar  names— 
Sears,  American  Express,  Prudential,  and  Merrill 
Lynch.  They  are  becoming  one-stop  financial  super¬ 
markets  because  they  can  offer  customers  an  unlimit¬ 
ed  variety  of  services  Their  superior  access  to  cus¬ 
tomers  through  nationwide  offices  gives  them  an  add¬ 
ed  competitive  edge  over  banks  and  savings  and  loan 
associations. 

What  Competition  Do  Banks  Face? 

Merrill  Lynch  is  a  prime  example  It  is  involved  in 
securities,  insurance,  financing  and  real  estate  With 
more  than  400  offices,  its  principal  subsidiary  is  one  of 
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the  argest  brokerage  and  investment  banking  firms  in 

the  country 

Merrill  Lynch  s  other  subsidiary  activities  run  across 
the  entire  financial  services  spectrum  from  securities 
brokerage  to  merchant  banking  and  from  real  estate 
brokerage  to  life  insurance  Their  products  span  the 
gamut  of  financial  services 

Sears,  the  nation's  largest  retailer,  is  another  good 
example  Through  Allstate  Insurance,  it  provides  al¬ 
most  every  type  of  insurance  to  both  individuals  and 
corporations,  while  its  consumer  finance  subsidiary 
makes  installment  loans  It  also  owns  Allstate  Savings 
and  Loan  with  90  branches  in  California.  By  acquiring 
Dean  Witter,  the  nation's  fourth  largest  stock  broker, 
and  Coldwell  Banker,  the  nation's  largest  real  estate 
broker.  Sears  added  even  more  products  and  serv¬ 
ices. 

The  last  straw  is  another  |ohnny-come-lately  to  the 
banking  business — the  S&L  Savings  and  loans  can 
now  offer  almost  all  the  services  a  bank  can  In  fact,  in 
many  respects  their  charters  are  superior  to  those  of 
banks.  They  can  engage  in  real  estate  development 
and  insurance  activities  and  can  merge  and  operate 
ATMs  across  state  lines. 

Why  Did  New  Competition  Emerge? 

The  point  is  obvious  These  new  providers  aren’t 
limited  by  banking  restrictions  because  they  aren't 
banks  Banks  are  barraged  with  this  kind  of  competi¬ 
tion  from  all  sides. 

What  made  it  possible  for  nonbanks  to  get  into  the 
financial  services  industry7  Certainly,  inflation  created 
the  profit  potential  that  inspired  these  new  providers  to 
become  innovative.  But  if  we  had  to  pin  it  all  on  one 
cause,  it  would  have  to  be  technology  Computers, 
automated  teller  machines  and  telecommunications 
have  all  played  a  key  role 

Technology  has  two  major  effects  on  the  financial 
industry  First,  it  makes  it  possible  for  products  and 
services  to  be  combined  and  marketed  to  create  a 
demand  where  none  existed  Money  market  funds 
were  an  example  of  this  phenomenon  Second,  it 
allows  those  services  to  be  provided  cheaply  and 
conveniently  After  all,  these  new  providers  are  not 
saddled  with  expensive  branch  systems  and  limited 
product  lines  If  banks  are  going  to  compete  effective- 
i  they  must  be  able  to  offer  those  products  and 
services  too 

Why  Can  t  Banks  Compete  Effectively7 

/qij  are  probably  /vondering  why  government  has 


allowed  this  to  happen  It’s  all  a  result  of  the  "crash 
syndrome  '  From  1921  through  1933,  more  than 
12,000  banks  shut  their  doors  That's  more  than  40 
percent  of  the  banks  that  existed  in  1921 

In  reaction,  Congress  looked  for  ways  to  make  the 
banking  system  safe  and  sound  First,  Congress 
passed  the  Glass-Steagall  Act  in  1933,  which  barred 
banks  from  the  investment  business.  To  this,  the 
government  added  deposit  insurance  and  an  elabo¬ 
rate  system  of  bank  regulation  to  assure  that  savers 
would  never  again  have  to  fear  for  the  safety  of  their 
deposits.  Finally,  in  1956,  Congress  passed  the  Bank 
Holding  Company  Act,  which  prohibited  the  common 
ownership  of  banks  and  commercial  enterprises.  As  a 
result  of  these  actions,  banks  are  among  the  most 
regulated  industries  today.  In  fact,  they  are  regulated 
from  cradle  to  grave. 

Banks  have  been  told  what  products  they  could  offer 
and  what  interest  rates  they  could  pay  on  deposit 
accounts.  They  are  subject  to  a  group  of  regulators 
that  include  the  Comptroller  of  the  Currency,  the 
Federal  Reserve,  the  Federal  Deposit  Insurance  Cor¬ 
poration.  and  the  Securities  and  Exchange  Commis¬ 
sion,  not  to  mention  the  states  These  regulators 
decide  who  gets  bank  charters  and  where  banks  can 
locate.  They  regulate  and  examine  banks  as  long  as 
they  exist  And  they  close  banks  when  they  become 
insolvent 

The  result  of  all  this  regulation  was  a  success,  at  least 
in  terms  of  the  original  intent  Banks  today  enjoy  a  high 
degree  of  public  confidence.  Unfortunately,  that  confi¬ 
dence  is  so  high  that  most  of  us  don’t  even  consider 
the  quality  of  a  bank's  management  or  its  balance 
sheet  when  we  pick  a  place  to  deposit  funds.  Our  big 
concerns  are  convenience,  service,  and  interest 
rates — not  strength 

As  the  public's  needs  changed  and  grew,  the  existing 
laws  and  regulations  made  it  impossible  for  banks  to 
offer  new  products  and  services.  There  was  no  room 
for  innovation.  Banks  couldn't  even  stop  the  loss  of 
customers  and  deposits  to  the  likes  of  Merrill  Lynch, 
American  Express,  and  Sears. 

Why  Did  We  Deregulate  Interest  Rates? 

To  help  banks  to  once  again  compete  in  the  tug  of 
war,  Congress  began  to  phase  out  interest  rate  ceil¬ 
ings  on  small  savings  deposits  But  inflation  and 
interest  rates  climbed  faster  than  the  ceilings 

Money  Market  Funds  Attract  Savers 

The  marketplace  responded,  with  the  Money  Market 
Mutual  Fund  Managed  by  securities  firms,  the  funds 


paid  market  rates  of  interest.  Consumers  were  delight¬ 
ed— so  delighted  that  the  total  volume  of  funds  invest¬ 
ed  in  money  market  funds  reached  $230  billion  in  5 
years.  That  amount  exceeds  the  combined  domestic 
and  international  deposits  of  all  California  banks. 

Banks  Were  Permitted  to  Compete 

Congress  reacted  to  the  surge  of  nonbank  competi¬ 
tion  by  allowing  banks  and  thrifts  to  offer  their  own 
accounts  that  paid  market  rates  of  interest— the  Mon¬ 
ey  Market  Deposit  and  the  Super  NOW  Accounts.  The 
public  loved  these  new  accounts  So  far,  banks  and 
savings  and  loans  have  brought  $400  billion  into  these 
new  insured  accounts.  They  attracted  more  funds  in  8 
months  than  money  market  funds  attracted  in  5  years. 
The  next  step  in  the  interest  rate  deregulation  process 
is  that  on  October  1  most  of  the  remaining  interest  rate 
ceilings  will  be  lifted.  The  only  accounts  that  will 
continue  to  have  ceilings  are  traditional  passbook  and 
NOW  accounts. 

So  the  real  winner  in  interest  rate  deregulation  was 
you.  When  the  ceilings  on  interest  rates  were  phased 
out,  you  began  receiving  market  rates  of  interest  on  an 
insured  account.  You  began  to  win  in  the  tug  of  war. 

Why  Deregulate  Further? 

The  return  of  deposits  from  money  market  mutual 
funds  to  the  insured  safety  of  deposits  in  banks  and 
S&Ls  was  reason  to  rejoice.  But  the  fundamental 
problem  hasn’t  changed.  Banks  are  still  limited  in  their 
ability  to  compete.  Under  the  present  ground  rules, 
banks  have  lost  a  major  source  of  earnings  because 
they  are  now  paying  market  rates  of  interest.  That  loss 
must  be  made  up  somewhere  else 

Higher  Interest  Rates  Put  Pressure  on  Profits 

Before  interest  rate  deregulation,  banks  invested 
heavily  in  brick  and  mortar  facilities  and  competed  on 
the  basis  of  convenience  and  service.  The  high  oper¬ 
ating  costs  associated  with  this  approach  were  offset 
by  the  low  interest  that  banks  could  pay  on  savings 
deposits.  The  low  interest  rates  that  were  mandated 
by  law  meant  that  most  banks  had  little  incentive  to  be 
cost-efficient. 

The  lifting  of  interest  rate  ceilings  changed  that  picture 
dramatically.  Banks  and  S&Ls  can  no  longer  afford  to 
offer  costly  services  and  convenience  without  charg¬ 
ing  higher  prices.  Earnings  gained  from  paying  low 
rates  of  interest  are  no  longer  available  to  offset  losses 
that  result  from  serving  low  balance  accounts  and 
maintaining  a  costly  delivery  system  with  a  limited 
product  line. 


Banks  Have  Limited  Strategies  Available 

In  making  the  transition  to  this  new  environment 
banks  must  reevaluate  and  possibly  revamp  their 
entire  mode  of  delivering  financial  services  They  have 
essentially  three  strategies  open  to  them  First,  in  the 
short  term  they  can  raise  fees  and  try  to  reduce 
operating  costs.  Second,  they  can  streamline  the 
delivery  system  by  closing  unprofitable  branches  and 
increasing  the  use  of  automated  teller  machines 
Third,  they  can  sell  more  products  through  the  existing 
delivery  system  in  order  to  spread  fixed  overhead 
costs 

Ideally,  banks  would  choose  a  blend  of  these  strate¬ 
gies.  Of  the  three  possible  strategies,  repricing  exist¬ 
ing  services  is  being  pursued  most  aggressively  It 
provides  short-run  benefits  and  is  the  most  free  from 
regulatory  constraint. 

The  second  strategy,  streamlining  the  delivery  system, 
is  appealing  as  a  longer-term  response.  However, 
state  and  Federal  laws  often  limit  the  ability  of  banks  to 
operate  ATMs  or  to  join  together  to  achieve  economies 
of  scale. 

Unfortunately,  the  third  strategy,  to  expand  product 
offerings,  is  also  severely  limited  by  present  law.  Yet  it 
is  this  strategy  that  is  most  likely  to  assure  the  avail¬ 
ability  of  financial  services  to  the  greatest  number  of 
consumers. 

Bank  Customers  Will  Benefit 

The  public  is  not  well  served  when  banks  and  S&Ls 
are  forced  to  close  branches  and  increase  fees. 
However,  unless  banks  are  permitted  to  pursue  other 
strategies,  they  may  have  no  other  alternative  Pres¬ 
sure  to  cut  services  will  be  reduced,  however,  if 
institutions  are  allowed  maximum  flexibility  in  adjusting 
to  a  market  rate  environment 

What  Powers  Do  Banks  Need  to  Compete? 

There  is  a  relatively  simple  way  to  avoid  this  outcome 
give  banks  the  powers  they  need  to  compete  in 
today's  marketplace  Banks  should  be  able  to  provide 
real  estate  services  and  engage  in  expanded  securi¬ 
ties  activities  such  as  managing  mutual  funds  and 
underwriting  municipal  revenue  bonds. 

Insurance  would  be  another  appropriate  product  line 
for  banks.  The  insurance  industry  today  is  burdened 
with  traditional  products  and  a  costly  delivery  system 
Banks  could  breathe  new  life  into  the  insurance  mar¬ 
ket  with  new  products  and  better  delivery  systems 
There  is  no  reason  why  home  banking  couldn't  include 
insurance  There  may  be  more  cost  savings  possible 
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from  seihng  insurance  through  electronic  terminals 
than  automated  teller  machines  ever  provided  to 
This  would  be  a  significant  benefit  to  you— 
another  advance  in  winning  the  tug  of  war 

We  should  also  free  banks  from  geographic  barriers 
After  all  their  competitors  have  no  geographic  restric¬ 
tions  We  would  all  benefit  from  a  banking  system  that 
could  compete  directly  with  the  nationwide  networks 
of  a  Sears  or  an  American  Express 

To  accomplish  all  of  this  we  must  find  a  way  to 
preserve  the  traditional  role  and  safeguards  of  bank¬ 
ing  while  still  permitting  banks  to  offer  the  wide  range 
of  services  they  need  to  compete  It's  a  tall  order,  but 
one  that  can  be  met  with  a  new  framework  of  laws  to 
govern  financial  services  The  Administration  has  pro¬ 
posed  just  such  a  framework  It's  called  the  Financial 
Institutions  Deregulation  Act  of  1983  And  the  Senate 
Banking  Committee  has  been  holding  hearings  on  it 
during  the  past  several  weeks. 


Conclusion 

Deregulation  will  continue,  regardless  of  whether  it’s 
through  a  new  legal  framework  or  through  market 
innovation  It  won't  stop  until  the  last  new  product  has 
been  marketed;  the  last  technological  advance  in 
delivery  systems  has  been  made,  and  the  last  combi¬ 
nation  of  services  devised.  That's  why  Congress  must 
act  now.  Those  who  think  a  moratorium  would  put  an 
end  to  innovation  seriously  underestimate  the  power  of 
American  ingenuity  and  marketplace  demand 

A  new  legal  framework  would  help  ensure  that  deregu¬ 
lation  occurs  in  an  equitable  fashion.  It  would  serve 
the  regulated,  the  regulator,  business  and  the  con¬ 
sumer.  It  would  increase  competition  in  the  market¬ 
place,  and  make  bank  regulation  more  effective.  When 
competition  is  restored,  and  banks  can  compete  ef¬ 
fectively,  the  winner  of  that  financial  tug  of  war  has  to 
be  you. 


Remarks  by  C.  T.  Conover,  Comptroller  of  the  Currency,  before  the  ABA 
National  Convention,  Honolulu,  Hawaii,  October  10,  1983 

“Deregulation:  You  Can  Make  It  Happen” 


I  am  pleased  to  be  here  today.  And  I  welcome  this 
opportunity  to  talk  with  you  about  the  importance  of 
further  deregulation  and  what  you  can  do  to  make  it 
happen. 

Last  month  I  was  at  a  meeting  with  midwestern  and 
northeastern  bankers  in  Chicago — mostly  presidents 
of  small,  independent  banks  During  the  meeting  we 
took  an  informal  poll  on  deregulation  Ninety  percent 
of  the  bankers  said  they  favored  further  deregulation 
because  it  would  give  them  the  additional  powers  they 
need  to  compete  in  today's  marketplace 

I  imagine  if  we  took  a  poll  here  today  we  would  find 
similar  results  I  expect  that  most  of  you,  too,  believe 
that  further  deregulation  is  necessary  for  the  banking 
system  to  remain  healthy  and  fully  competitive,  and  for 
real  progress  to  take  place  in  the  industry 

Vy  question  to  you  is,  What  have  you  done  lately  to 
n ake  that  belief  become  reality9  There  is  an  old 
proverb  ft  at  says,  Nodding  the  head  does  not  row 

f  /ou  want  new  powers,  the  time  for 


nodding  is  over;  you  have  got  to  start  to  row.  To  obtain 
further  deregulation  you  will  have  to  speak  with  one 
voice.  And  you  must  garner  the  support  of  the  con¬ 
sumer  and  small  business  Otherwise,  the  laws  will  not 
change 

So  today  I  would  like  to  focus  our  thoughts  on  where 
deregulation  stands  To  do  that  I  will  address  four 
specific  points; 

1  Why  deregulate  further9 

2  What  have  the  regulators  already  done9 

3  Why  is  a  new  legal  framework  needed9 

4  Why  do  banks  need  to  form  a  consensus9 


Why  Deregulate  Further? 

To  date,  we  have  accomplished  partial  deregulation 
through  the  elimination  of  interest  rate  ceilings  on  time 
deposits  That  is  a  major  achievement,  to  be  sure,  but 
the  fundamental  problem  is  the  same  Banks  are  still 
limited  in  their  ability  to  compete 


Interest  Rate  Deregulation  Puts  Pressure  on  Margins 

Let  me  explain.  Until  recently,  banks  were  forbidden 
by  law  to  compete  for  consumer  deposits  by  paying 
market  interest  rates.  Thus,  you  had  to  compete  in  the 
only  other  way  you  could — on  the  basis  of  conve¬ 
nience  and  service.  You  invested  heavily  in  people¬ 
intensive,  brick-and-mortar  facilities  within  your  pre¬ 
scribed  market  areas. 

The  high  operating  costs  associated  with  this  ap¬ 
proach  were  offset  by  the  low  interest  expenses  re¬ 
quired  by  Regulation  Q.  In  fact,  interest  spreads  were 
high  and  left  substantial  room  for  error.  Most  banks 
had  little  incentive  to  be  cost  efficient — an  effort  that 
would  have  required  cost  accounting  systems  that 
could  identify  the  actual  costs  of  providing  individual 
products  or  serving  individual  customers.  Some  serv¬ 
ices  and  low-balance  accounts  were  probably  unprof¬ 
itable,  but  most  banks  did  not  have  the  systems  in 
place  to  identify  them. 

The  lifting  of  interest  rate  ceilings  has  changed  the 
picture  dramatically.  Banks  can  no  longer  afford  to 
offer  costly  services  and  convenience  without  charg¬ 
ing  higher  prices.  Moreover,  competition  from  S&Ls 
and  non-depository  institutions  has  increased.  And 
many  new  competitors  do  not  have  a  costly  delivery 
system  with  a  limited  product  line.  As  a  result,  these 
competitors  have  marketed  their  services  predomi¬ 
nantly  on  the  basis  of  interest  rates  paid  and  have 
targeted  the  most  profitable  customer  segment — 
those  with  high  balances.  Thus,  the  earnings  once 
reaped  by  banks  through  paying  low  rates  of  interest, 
particularly  to  high  balance  customers,  no  longer 
exist. 

Banks  Have  Limited  Strategies  Available 

In  making  the  transition  to  this  new  environment, 
banks  must  reevaluate  and  possibly  revamp  their 
entire  mode  of  delivering  financial  services.  You  have 
three  strategies  potentially  open  to  you.  First,  in  the 
short  term  you  could  raise  fees  and  try  to  reduce 
operating  costs.  Second,  you  could  streamline  your 
delivery  system  by  eliminating  unprofitable  offices, 
increasing  the  use  of  electronic  facilities,  and  extend¬ 
ing  geographic  networks  over  a  wider  area  to  achieve 
greater  economies  of  scale.  Third,  you  could  sell  more 
products  through  the  existing  delivery  system  in  order 
to  spread  fixed  overhead  costs 

Ideally,  banks  would  choose  a  blend  of  these  strate¬ 
gies.  Of  the  three  possible  strategies,  repricing  exist¬ 
ing  services  is  being  pursued  most  aggressively.  It 
provides  short-run  benefits  and  is  the  most  free  from 
regulatory  constraint.  However,  the  true  cost  of  servic¬ 
ing  existing  accounts  under  the  current  structure  may 


be  so  high  that  you  will  lose  customers  if  you  pursue 
only  a  repricing  strategy  Moreover,  you  may  be 
unable  to  provide  affordable  banking  services  to  some 
customers  and  small  businesses 

Hence,  many  of  the  most  organized  consumer 
groups — those  that  represent  lower  income  consum¬ 
ers— are  beginning  to  sour  on  deregulation  All  they’ve 
seen  so  far  is  the  result  of  partial  deregulation— that  is. 
higher  loan  rates,  increased  fees,  and  people  telling 
them  they  cannot  use  a  human  teller.  If  that  is  deregu¬ 
lation,  who  needs  it? 

Consumers  and  small  businesses  must  be  shown  now 
that  more  product  and  geographic  deregulation  will 
benefit  them  Since  deregulation  is  also  in  your  inter¬ 
est,  it  is  your  job  to  educate  them  and  then  deliver  on 
those  promises  Otherwise,  Congress  will  have  no 
reason  to  give  you  what  you  want 

The  second  strategy,  streamlining  the  delivery  system, 
could  help  you  lower  costs.  But  state  and  Federal  laws 
often  limit  the  ability  of  banks  to  operate  ATMs,  close 
unprofitable  branches,  or  join  together  to  achieve 
economies  of  scale. 

Unfortunately,  the  third  strategy,  to  expand  product 
offerings,  is  also  severely  limited  by  present  law  Yet  it 
is  this  strategy  that  seems  most  likely  to  assure  that 
financial  services  will  be  available  to  the  greatest 
number  of  consumers. 

Consumers  and  Small  Businesses  Will  Benefit 

Further  deregulation  would  give  you  the  broader  pow¬ 
ers  you  need  to  compete  The  existing  delivery  sys¬ 
tems  could  be  used  to  profitably  offer  other  financial 
services,  such  as  insurance,  real  estate  services,  and 
expanded  securities  activities.  By  allowing  more  prod¬ 
ucts  to  flow  through  the  existing  network  of  offices, 
customers  would  benefit  from  your  lower  costs  and 
broader  range  of  products  and  services 

For  instance,  the  insurance  industry  today  is  saddled 
with  traditional  products  and  costly  delivery  systems 
Banks  could  breathe  new  life  into  the  insurance  mar¬ 
ket  with  new  products  and  better  delivery  systems 
There  is  no  reason  why  ATMs  or  home  banking  cannot 
include  insurance.  There  may  be  more  cost  savings 
possible  from  selling  insurance  through  electronic 
terminals  than  automated  teller  machines  ever  provid¬ 
ed  to  banks  That  would  mean  profits  to  you  and  lower 
costs  to  consumers  and  small  businesses 

There  are  only  two  problems  You  have  failed  to  unite 
behind  any  one  approach  to  product  deregulation 
And  even  more  importantly,  you  have  failed  to  con 
vince  your  customers  that  more,  not  less,  deregulation 
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will  greatly  benefit  them  as  well  as  you  They  are 
therefore  silent  m  the  great  debate  that  is  now  taking 

Regulators  Have  Done  Much  to  Deregulate 

In  response  to  market  events,  the  banking  regulators, 
such  as  the  Comptroller's  Office  and  the  FDIC.  have 
led  the  effort  to  deregulate  We  have  made  almost 
every  effort  to  accommodate  change  within  an  out¬ 
moded  legal  structure  Interest  rate  deregulation  is  a 
case  m  point  On  the  first  of  this  month  the  banking 
inaustry  celebrated  D-Day  for  deregulation  The  regu¬ 
lators  accelerated  the  process  of  interest  rate  deregu¬ 
lation  and  completed  it  2 V2  years  ahead  of  schedule. 
That  helped  you  to  recapture  your  market  ana  bring 
customers  back  to  the  safety  of  insured  accounts. 
These  customers  were  also  winners  in  interest  rate 
deregulation 

And  regulators  have  done  more.  In  just  the  last  18 
months  we  have  authorized  banks  to  engage  in  dis¬ 
count  brokerage  and  investment  advisory  services, 
and  to  operate  futures  commission  merchant  subsid¬ 
iaries  The  FDIC  has  permitted  state  nonmember 
banks  to  engage  in  any  form  of  securities  underwriting 
and  brokerage  The  OCC  has  also  approved  common 
trust  funds  for  the  collective  investment  of  contribu¬ 
tions  to  IRAs  We  have  reduced  the  application  forms 
for  branches,  relocations,  and  CBCTs  from  24  pages 
to  5  or  fewer,  and  at  the  same  time  we  have  shortened 
the  processing  time  We  have  also  simplified  the 
process  for  forming  and  acquiring  operating  subsid¬ 
iaries  and  plan  to  do  away  with  this  application  proc¬ 
ess  entirely  We  have  streamlined  procedures  for 
changing  from  a  state  to  a  national  bank  and  for 
establishing  fiduciary  powers  And  we  are  removing 
our  approval  requirement  for  employee  stock  option 
and  stock  purchase  plans 

I  don  t  rule  out  further  deregulatory  action  by  the 
regulators  But  for  significant  broadening  of  your  pow¬ 
ers,  the  laws  must  be  changed  Regulators  will  contin¬ 
ue  to  work  for  those  changes  But  regulators  are  also 
charged  with  maintaining  the  safety  and  the  sound¬ 
ness  of  the  banking  system  We  have  to  weigh  our 
conflicting  roles  of  cheerleader  and  traffic  cop  careful¬ 
ly 

Legislation  Is  Needed 

Now  is  the  time  to  rewrite  the  laws  governing  the 
financial  services  industry  The  marketplace  is  moving 
ahead  rapidly  in  the  creation  of  new  financial  services. 

1  Jnfortunately,  banks  are  being  forced  to  design  need- 

ev.  /  complex  financial  services  to  fit  legal  loopholes 

discovered  by  lawyers  rather  than  simply  responding 

c\("  a  rids  Now  is  the  time  to  enact  legisla¬ 


tion  that  will  help  banks  to  compete  and  their  custom¬ 
ers  to  benefit  But  it  will  not  happen  unless  you  get  into 
the  boat  and  start  to  row 

The  Administration  has  proposed  a  new  legal  frame¬ 
work  It  is  called  the  Financial  Institutions  Deregulation 
Act  of  1983,  and  the  Senate  Banking  Committee  has 
been  holding  hearings  on  it  for  the  last  several  weeks 
This  legislation  is  the  only  comprehensive  deregula¬ 
tion  proposal  that  has  been  advanced  It  may  not  be 
perfect  or  to  your  liking  in  every  detail,  but  it  deserves 
your  support  and  your  active  effort  to  shape  it  into 
something  that  can  be  enacted.  Any  legislation  that  is 
passed  should  allow  banks  to  be  more  responsive  to 
the  needs  of  the  marketplace  while  preventing  abuses 
of  financial  power  and  conflicts  of  interest 

Our  Office  favors  a  couple  of  changes  to  FIDA  First, 
we  believe  that  geographic  restrictions  to  banking 
should  be  removed.  After  all,  your  competition  doesn’t 
face  these  restrictions.  Second,  we  believe  that  if  it  s 
fair  for  banks  to  enter  the  securities  business,  it  must 
also  be  fair  for  securities  firms  to  get  into  the  consumer 
banKing  business. 

Under  our  proposal,  bank  holding  companies  could 
add  mutual  fund  and  municipal  revenue  bond  under¬ 
writing  to  their  present  securities  powers.  On  the  other 
hand,  securities  firms  and  other  companies  would  be 
permitted  to  own  consumer-oriented  banks  Such  a 
provision  would  make  product  deregulation  more  pal¬ 
atable  to  the  securities  and  thrift  industries  and  in¬ 
crease  the  bill’s  chance  of  passage. 

Banks  Need  to  Form  a  Consensus 

Developing  a  compromise,  such  as  the  one  I  just 
described,  is  very  important  because  the  debate  in 
Washington  has  portrayed  deregulation  as  a  zero-sum 
game — more  for  bankers  means  less  for  insurers, 
realtors,  and  stockbrokers.  Your  opposition  doesn't 
want  to  see  more  competition  without  any  new  bene¬ 
fits.  And  they  are  letting  their  voices  be  heard,  loudly 
Bankers,  on  the  other  hand,  are  not  a  homogenous 
group  You  have  neither  united  behind  the  Administra¬ 
tion's  proposal  nor  offered  a  compromise  Further¬ 
more.  you  have  made  little  effort  to  bring  consumers 
and  small  business,  the  ultimate  winners  in  a  deregu¬ 
lated  marketplace,  into  the  debate 

There  is  only  one  real  reason  for  your  silence  and 
maction— and  that  is  a  fear  of  change  Small,  mid-size, 
and  large  banks  would  all  benefit  from  further  deregu¬ 
lation  How  could  you  not  benefit  from  being  able  to 
spread  the  costs  of  an  expensive  delivery  system  over 
a  larger  product  line7  And  how  could  you  not  benefit 
from  the  extra  fee  income  that  new  services  would 


generate7  In  the  words  of  the  proverb  I  mentioned 
earlier,  it’s  time  to  get  in  the  boat  and  start  rowing. 

When  consumer  groups,  banks,  thrift  associations, 
and  other  proponents  of  interest  rate  deregulation 
were  able  to  speak  with  one  voice  and  make  that  voice 
heard,  the  laws  changed.  The  same  ground  rules 
apply  to  further  deregulation. 

If  you  can  educate  consumers  and  small  businesses 
to  the  need  for  and  benefits  of  product  and  geograph¬ 
ic  deregulation,  you  will  have  taken  an  important  step 
toward  making  these  new  powers  reality.  Certainly 
groups  like  the  National  Federation  of  Independent 
Business,  the  National  Insurance  Consumers  Associa¬ 
tion,  American  Association  of  Retired  Persons,  and  the 


Consumer  Federation  of  America  would  be  more 
sympathetic  toward  deregulation  if  they  understood 
the  benefits  they  would  gain  from  it 

Conclusion 

There  is  another  old  proverb  that  addresses  this 
situation.  It  says,  “It's  not  your  fish  until  it's  on  the 
bank  "  The  point  is  that  progress  in  banking  will  not  be 
accomplished  until  you  garner  the  support  you  need 
for  further  deregulation  When  you  have  accomplished 
that,  your  fish  will  not  only  be  on  the  bank,  it  will  be  on 
the  consumer's  plate  as  well  That  fact  should  be 
reason  enough  for  all  of  you  to  stop  nodding  your 
heads  and  start  rowing  the  boat — vigorously 
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Opinion  of  the  Comptroller  of  the 
Currency  on  the  Application  to 
Charter  Comerica-Midwest  National 
Association 

August  2,  1983 

The  application  to  charter  a  new  national  bank  is 
submitted  on  behalf  of  Comerica  Incorporated  of 
Detroit,  Mich.,  for  purposes  of  relocating  its  retail 
credit  card  operation  to  Toledo,  Ohio.  The  relocation  is 
motivated  by  the  appreciable  difference  involving 
credit  usury  limits  between  the  states  of  Michigan  and 
Ohio.  Ohio  law  permits  a  revolving  credit  rate  of  up  to 
25  percent  per  year  and  places  no  limit  on  annual 
fees.  Through  the  establishment  of  Comerica-Mid¬ 
west,  National  Association,  Comerica  Incorporated 
desires  to  move  its  credit  card  outstandings  out  from 
under  the  more  restrictive  Michigan  usury  ceiling  and 
into  Ohio  in  order  to  promote  operational  profitability 
Comerica's  application  is  similar  to  the  1982  Citizens 
Fidelity  (Ohio)  charter  application  which  was  used  to 
effect  the  relocation  of  Citizens  Fidelity’s  credit  card 
operations  from  Louisville,  Ky.,  to  Cincinnati,  Ohio. 

All  of  the  organizers  of  the  proposed  bank  currently 
serve  as  officers  of  Comerica  Incorporated  or  its 
wholly-owned  banking  subsidiary,  Comerica  Bank- 
Detroit.  All  have  considerable  experience  and  in- 
depth  expertise  in  the  financial,  legal,  administrative 
and  credit  areas  of  consumer  banking.  In  addition, 
they  will  be  in  a  position  to  draw  on  the  considerable 
expertise  available  in  other  affiliates  of  Comerica  In¬ 
corporated. 

Only  one  organizer,  Mr.  Thomas  W  Winn,  will  serve  as 
a  director  of  the  proposed  bank.  Mr.  Winn  will  serve  as 
Chairman  of  the  Board  and  will  have  ultimate  responsi¬ 
bility  for  bank  performance.  The  President  of  the 
proposed  bank  has  not  yet  been  determined  although 
an  internal  promotion  from  within  Comerica  is  likely 
The  President  will  also  serve  on  the  Board,  and  the 
remaining  three  director  slots  will  be  filled  by  individ¬ 
uals  not  directly  associated  with  Comerica  Incorporat¬ 
ed 

Proposed  Chairman  of  the  Board  Thomas  W  Winn  is 
currently  Comerica’s  officer-in-charge  of  consumer 
lending  activities.  During  the  past  25  years  Mr.  Winn 
has  worked  extensively  in  the  credit  card  and  EFT 
areas  of  Comerica  Bank-Detroit.  Based  upon  his  ex¬ 
tensive  experience,  Mr  Winn  should  effectively  serve 
the  management  needs  of  the  proposed  new  bank 

The  primary  purpose  of  the  proposed  bank  is  to  allow 
it  to  take  advantage  of  a  more  realistic  interest  rate 


environment  The  proposed  bank  s  asset  structure  s 
expected  to  be  comprised  almost  entirely  of  credit 
card  balances  as  a  result  of  restricting  its  operations 
to  extensions  of  credit  to  individuals  for  personal 
family,  household  or  charitable  purposes  The  pro¬ 
posed  bank  will  not  make  commercial  loans  and  will 
not  solicit  retail  deposits  The  primary  funding  sources 
will  be  time  deposits  from  affiliated  banks  paid-in 
capital,  and  retained  earnings  Time  deposits  from 
affiliates  will  be  in  the  form  of  CD’s  of  $100,000  or 
more.  Year-end  balances  and  projected  profits  for  the 
proposed  bank's  first  3  years  of  operation  appear 
reasonable  and  achievable  based  upon  Comerica's 
experience  and  planned  expansion  efforts  Since  the 
proposal  entails  the  relocation  of  existing  credit  card 
receivables,  earnings  will  be  realized  in  the  first  year  of 
operation,  the  bank  appears  to  have  good  potential  to 
consistently  achieve  a  level  of  earnings  sufficient  to 
support  its  operations  and  growth  Upon  commence¬ 
ment  of  operations,  the  operating  plan  calls  for  expan¬ 
sion  into  the  seven-state  area  of  Wisconsin,  Illinois. 
Indiana,  Kentucky,  Michigan,  Ohio  and  Pennsylvania 
in  addition  to  servicing  those  accounts  transferred 
from  Comerica  Bank-Detroit. 

Capital  of  the  proposed  institution  is  deemed  to  be 
adequate.  Capital  ratios  based  on  the  pro  forma 
statements  of  operation  reveal  increases  in  each  of  the 
first  3  years.  Applicant  has  the  resources  and  man¬ 
agement  capabilities  to  provide  for  an  adequate  capi¬ 
tal  program. 

Technical  requirements  of  the  CRA  have  been  met 

The  proposed  bank  will  not  be  considered  a  bank  for 
purposes  of  Section  2(c)  of  the  Bank  Holding  Compa¬ 
ny  Act  (BHCA),  12  USC  1841(c),  thus  the  interstate 
acquisition  of  Comerica  Incorporated  does  not  fall 
within  the  interstate  acquisition  prohibition  of  the 
Douglas  Amendment,  Section  3(d)  of  the  BHCA.  12 
USC  1841(d)  Approval  of  the  Federal  Reserve  Board 
is  required  for  the  acquisition  under  Section  4(c)  (8)  of 
the  BHCA,  12  USC  1843(c)  (8),  which  provides  an 
exemption  to  the  prohibition  of  ownership  or  control  of 
a  company  which  is  not  a  bank  when  the  activities  of 
the  company  are  closely  related  to  banking  Comerica 
Incorporated  has,  simultaneously  with  its  application 
to  the  OCC  for  the  national  bank  charter  for  the 
proposed  bank,  filed  an  application  for  a  Federal 
Reserve  Board  order  approving  the  acquisition  of  the 
proposed  bank  as  an  entity  which  is  not  a  bank  but 
which  will  perform  activities  that  are  closely  related  to 
banking  The  proposed  bank  will  be  a  fully  chartered 
national  bank  located  within  the  boundaries  of  the 
State  of  Ohio 

Preliminary  approval  to  establish  a  new  national  bank 
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to  be  known  as  Comerica-Midwest  National  Associa¬ 
tion  is  hereby  granted 

Doyle  L  Arnold 

Senior  Deputy  Comptroller  for  Policy  and  Planning 

Decision  of  the  Comptroller  of  the 
Currency  Concerning  an  Application 
by  American  National  Bank  of  Austin, 
Austin,  Tex.,  to  Establish  an 
Operating  Subsidiary  to  Provide 
Investment  Advice 

September  2,  1983 

American  National  Bank  of  Austin,  Austin,  Tex  (the 
Bank)  has  applied  to  this  Office  pursuant  to  12  CFR 
5  34  to  establish  a  de  novo  domestic  operating  sub¬ 
sidiary1  to  be  known  as  MPACT  Securities  Corp  (the 
subsidiary  or  Adviser)  to  engage  in  the  business  of 
providing  investment  advice,  as  more  fully  described 
below. 

In  addition  to  seeking  the  approval  of  this  Office,  the 
Bank  will  register  the  subsidiary  with  the  Securities 
and  Exchange  Commission  (SEC)  as  an  investment 
adviser2  pursuant  to  Section  203  of  the  Investment 
Advisers  Act  of  1940  (Advisers  Act).  The  subsidiary 
will  be  registered  in  a  similar  capacity  under  Texas 
and,  if  required,  other  state  securities  laws 

The  Application 

The  Bank's  application  states  that  the  subsidiary  is 
being  formed  to  engage  “in  the  business  of  invest¬ 
ment  advising  as  fully  and  broadly  as  allowed  under 
applicable  law  "  The  application  specifies  certain 
types  of  investment  advice  that  will  be  provided  by 
Adviser,  and  legal  opinions  have  been  provided  on 


'  As  reflected  in  12  CFR  5  34,  the  Office  considers  an  application  for 
the  establishment  of  a  de  novo  domestic  operating  subsidiary  to  be 
primarily  a  business  decision  of  the  applicant  An  applicant  s 
ownersh  p  of  80  percent  or  more  of  a  company  will  be  approved  if 
the  company  s  proposed  activity  is  part  of  the  business  of  banking 
o'  ncidenta!  thereto  and  if  the  applicant  has  the  capacity  to  support 
the  expansion  12  CFR  5  34(b) 

Section  202(a)  ( 1 1 )  of  the  Investment  Advisers  Act  of  1940  defines 
investment  adviser  to  mean  any  person  who,  for  compensation 
engages  n  the  business  of  advising  others  either  directly  or 
through  publications  or  writings  as  to  the  value  of  securities  or  as  to 
the  advisab'  ’y  of  nvestmg  m  purchasing  or  selling  securities,  or 
z/ho  for  compensa'  on  and  as  part  of  a  regular  business  issues  or 
pronr  .  gates  ar  i  ys  s  or  reports  concerning  securities,  but  does  not 

✓  He  d  ■  g  Conrea-  /  Act  of  1986  which  is  not  an  investment 


behalf  of  the  Bank  only  as  to  those  types  of  advice, 
which,  in  any  event,  cover  a  wide  range  of  advisory 
activities  Accordingly,  this  decision  will  encompass 
only  the  specified  types  of  advice 

The  subsidiary  will  first  provide  individualized  advice 
to  clients  concerning  their  investment  portfolios  These 
clients,  whether  individuals  or  institutions,  may  either 
retain  the  ultimate  investment  discretion  or  may  con¬ 
tract  with  Adviser  to  supervise  their  portfolios,  includ¬ 
ing  ordering  the  execution  of  securities  transactions, 
in  which  case  either  Adviser  or  the  Bank  may  have 
custody  of  client  funds  and  securities.  Advisory  serv¬ 
ices  will  also  be  provided  to  correspondent  bank  trust 
departments  in  the  form  of  a  computer  program  capa¬ 
ble  of  performing  weekly  analysis  of  preferred  invest¬ 
ment  strategies.  Further,  the  subsidiary  will  generate 
and  distribute,  for  a  fee.  an  investment  advisory  news¬ 
letter  (the  newsletter)  containing  recommendations 
concerning  the  purchase  and  sale  of  specific  securi¬ 
ties,  as  well  as  general  analysis  of  economic  trends. 
The  newsletter  will  be  marketed  to  retail  advisory 
customers. 

The  final  activity  of  Adviser  will  be  to  operate  a 
Dividend  Capture  Program  (DCP  or  program)  Under 
this  program  Adviser  will  recommend  particular  stocks 
prior  to  their  ex  dividend  date  to  program  participants. 
These  participants  will  then  decide  whether  to  pur¬ 
chase  any  of  these  securities.  If  they  choose  to 
participate,  they  will  request  Adviser  to  effect  the 
purchase,  to  partially  hedge  against  downward  stock 
price  movements,  they  will  also  write  a  call  option  on 
the  stock,  which  will  be  sold  by  Adviser  as  agent.  After 
the  ex  dividend  date  the  stock  is  sold  and  the  option  is 
reacquired  The  program’s  success  depends  in  part 
on  the  availability  of  the  dividends  received  deduction, 
so  most  of  the  clients  are  corporations,  and  the 
holding  period  for  them  is  at  least  16  days.  The 
program  also  depends  in  part  on  minimizing  commis¬ 
sion  costs,  so  individual  clients'  orders  must  be  very 
large,  and  orders  are  pooled  to  further  allow  for 
reduction  of  commissions.  Clients,  however,  retain 
beneficial  ownership  of  the  stock  ordered  for  them, 
and  records  of  the  Bank  clearly  indicate  this  individual 
ownership 

The  Bank  has  authority  to  act  as  a  fiduciary  pursuant 
to  12  USC  92a  The  Bank  currently  operates  DCP  in  its 
Asset  Investment  Management  Division,  utilizing  trust 
department  personnel  and  entering  into  an  agency 
agreement  with  participants  The  Bank  has  been  ad¬ 
vised  by  counsel  that  its  current  fee  for  this  program,  a 
percentage  of  net  income  to  customers,  will  have  to  be 
modified  because  of  certain  prohibitions  in  the  Advis¬ 
ers  Act  The  Bank,  through  its  trust  department,  also 
acts  as  managing  agent  for  individual  clients 


MPACT  Brokers,  Inc. 

On  March  31,  1983,  this  Office  approved  an  applica¬ 
tion  by  the  Bank  to  establish  an  operating  subsidiary 
to  engage  in  the  discount  brokerage  business  under 
the  name  of  MPACT  Brokers,  Inc.  (Brokers),  executing 
all  transactions  through  a  clearing  broker.  Brokers  was 
authorized  to  purchase  and  sell  securities  solely  on 
the  order  and  for  the  account  of  customers,  including 
customers  of  the  Bank  and  customers  of  banks  and 
savings  and  loan  associations  entering  into  a  contrac¬ 
tual  relationship  with  Brokers  regarding  the  purchase 
of  brokerage  services.  That  application  indicated  that 
Brokers  would  not  provide  any  investment  advice  in 
connection  with  the  purchase  and  sale  of  securities.  It 
also  indicated  that  Brokers  would  be  registered  as  a 
broker-dealer  pursuant  to  Section  15  of  the  Securities 
Exchange  Act  of  1934  (Exchange  Act)  and  any  appli¬ 
cable  state  securities  laws. 

Relationship  Between  Adviser  and  Brokers 

The  applications  for  Brokers  and  Adviser  indicate  on 
their  face  that  the  two  companies  will  share  the 
MPACT  name  and  will  be  located  at  the  same  address 
(the  headquarters  location  of  the  Bank).  However,  the 
Adviser  application  indicates  that  the  two  companies 
will  not  share  any  employees,  and  counsel  for  the 
Bank  has  informed  this  Office  that  the  two  companies 
will  not  share  office  space  or  telephone  lines.  Never¬ 
theless,  there  may  be  some  referral  of  customer/ 
clients  from  Brokers  to  Adviser  and  vice  versa. 

In  addition,  the  Adviser  application  indicates  certain 
intentions  to  coordinate  the  activities  of  Brokers  and 
Adviser.  The  newsletter  will  be  marketed  to  customers 
of  Brokers,  but  the  newsletter  itself  will  not  recommend 
any  broker  or  dealer.  If  applicable  law  permits,  when 
Adviser  exercises  investment  discretion  with  respect 
to  an  account,  Adviser  may  effect  transactions  in  such 
account  through  Brokers,  subject  to,  among  other 
things,  obtaining  “best  execution."  Also,  Adviser  will 
obtain  the  written  consent  of  clients  before  effecting 
transactions  through  Brokers.  And  DCP  participants 
will  be  asked,  but  not  required,  to  authorize  Adviser  to 
execute  any  transactions  through  Brokers.  Since  Ad¬ 
viser  will  seek  to  reduce  brokerage  commissions  by 
bunching  orders,  DCP  participants  will  be  informed  of 
the  risk  of  potential  price  fluctuations  pending  accu¬ 
mulation  of  sufficient  orders. 

Under  no  circumstances  will  Adviser  share  any  fees 
with  Brokers  or  will  Brokers  share  any  commissions 
with  Adviser.  In  addition,  Adviser  will  not  receive  any 
form  of  payment  for  referring  advisory  clients  to  Bro¬ 
kers.3  Where  securities  transactions  for  advisory  cli- 

3  The  Advisers  Act  prohibits  the  payment  of  cash  for  client  solicita¬ 
tion  except  under  the  limited  circumstances  set  forth  in  Rule  206(4)- 
3,  17  CFR  275  206(4)-3 


ents  are  effected  through  Brokers,  the  confirmation  will 
disclose  Brokers'  portion  of  any  commissions  on  trans¬ 
actions  it  executes  through  its  clearing  broker 

As  a  general  matter,  the  relationship  between  Adviser 
and  Brokers  will  be  shaped  by  applicable  law  As 
subsidiaries  of  a  national  bank,  the  operations  of 
Adviser  and  Brokers  are  subject  to  all  provisions  of 
federal  banking  laws  applicable  to  the  operations  of 
the  Bank,  see  12  CFR  7.7376(d)  (1 ),  and  are  subject  to 
examination  and  supervision  by  this  Office  in  the  same 
manner  and  to  the  same  extent  as  the  Bank  See  12 
CFR  7.7376(d)  (3).  In  addition.  Adviser  will  be  regis¬ 
tered  with  the  SEC  as  an  investment  adviser  subject  to 
the  provisions  of  the  Advisers  Act  and  Brokers  will  be 
registered  with  the  SEC  as  a  broker-dealer  subject  to 
the  provisions  of  the  Exchange  Act 

Legal  Considerations 

Providing  investment  advice  has  historically  been  rec¬ 
ognized  as  a  banking  service.4  This  advice  has  been 
provided  through  personal  contact  and  impersonal 
subscription  services  to  customers  including  individ¬ 
uals,  corporations,  institutional  investors,  and  corre¬ 
spondent  financial  institutions;5  for  accounts  giving  full 
investment  discretion  to  the  bank,  as  well  as  those  with 
shared  discretion  or  no  discretion;6  and  for  investment 
strategies  ranging  from  conservative  to  aggressive, 
utilizing  investment  vehicles  such  as  stocks,  bonds, 
commodities,  real  estate,  and  tangible  personal  prop¬ 
erty.7  The  types  of  advice  proposed  by  the  Bank  are 
consistent  with  those  traditional  forms.  Moreover,  be¬ 
cause  the  Bank  currently  offers  substantial  amounts  of 
investment  advice  and  portfolio  management  services 
in  its  trust  department,  it  has  demonstrated  the  capac¬ 
ity  to  provide  these  types  of  advice.  Nevertheless, 
because  the  investment  advice  will  increase  the 
Bank’s  involvement  in  the  securities  business,  the 
proposal  may  appear  to  raise  concerns  under  the 
Glass-Steagall  Act. 


4  See.  eg,  United  States  v  Philadelphia  National  Bank ,  374  U  S 
321 .  326-27  n  5  (1963).  United  States  v  Idaho  First  National  Bank 
315  F  Supp  261.  273-74  (D  Id  1970).  United  States  v  First 
National  Bank  of  Maryland  310  F  Supp  157.  163  n  7  173  (D  Md 
1970);  United  States  v  Third  National  Bank  in  Nashville.  [19681 
Trade  Cases  (CCH)  *  72,556  (M  D  Tenn  1968)  See  also  Senate 
Comm  on  Banking,  Housing  and  Urban  Affairs  95th  Cong  1st 
Sess  Reports  on  Banks  Securities  Activities  of  the  Securities  and 
Exchange  Commission  421  -57  (Comm  Print  1977)  ('  Bank  Study")'. 
Securities  and  Exchange  Commission,  Investment  Trusts  and  In¬ 
vestment  Companies  Supplemental  Report  on  Investment  Counse! 
Investment  Management,  Investment  Supervisory  and  Investment 
Advisory  Services.  H  R  Doc  No  477  76th  Cong  2d  Sess  3 
(1939) 

5  See  e  g  Bank  Study  supra  at  421-57 

6  See.  eg  Comptroller's  Handbook  for  National  Trust  Examiners 
Precedents  and  Opinions  f  9  2100 

7  See  e  g  Comptroller  of  the  Currency  Trust  Banking  Circular  No 
14  (June  26,  1979) 
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s-Steagall  Act  imposes  certain  limitations  on 
curities  activity  In  particular,  Section  1 6  of  that 
Act  .mits  a  national  bank  s  securities  dealing,  with 
exceptions  not  relevant  here,  to  '  purchasing  and 
selling  such  securities  and  stock  without  recourse, 
solely  upon  the  order,  and  for  the  account  of,  custom¬ 
ers  and  in  no  case  for  its  own  account."  12  USC  24 
(Seventh)  In  a  like  vein.  Section  21  of  the  Act  prohibits 
any  person  engaged  in  "the  business  of  issuing, 
underwriting,  selling,  or  distributing"  stock  or  other 
securities  from  engaging  in  the  business  of  receiving 
deposits  12  USC  378(a)  (1)  Section  21  expressly 
states  that  its  prohibitions  do  not  apply  to  activities 
engaged  in  by  banks  as  permitted  under  Section  16 
Other  provisions  of  the  Glass-Steagall  Act  prohibit 
affiliations  between  Federal  Reserve  member  banks 
and  Cdmpames  principally  engaged  in  the  "issue, 
flotation,  underwriting,  public  sale  or  distribution"  of 
securities  (Section  20  of  the  Act,  12  USC  377)  and 
prohibit  interlocking  management  between  member 
banks  and  companies  primarily  engaged  in  those 
activities  (Section  32  of  the  Act.  12  USC  78). 

As  discussed  below,  it  is  my  opinion  that  the  advisory 
activity  proposed  for  Adviser  by  the  Bank  does  not 
contravene  any  of  those  provisions  of  the  Act.  whether 
the  activity  is  considered  alone  or  in  conjunction  with 
the  brokerage  activity  undertaken  by  Brokers. 

Advisory  Activities  Considered  Alone 

Providing  investment  advice  is  within  the  authority  of 
national  banks  and  does  not  offend  the  provisions  or 
purposes  of  the  Glass-Steagall  Act  On  their  face  the 
Glass-Steagall  Act  limitations  cited  abdve  do  not  cov¬ 
er  the  Bank’s  proposed  investment  advisory  activity. 
The  bank  will  not  be  involved  in  the  issuance,  under¬ 
writing,  distribution,  or  public  sale  of  securities,  nor  will 
it  be  affiliated  with  any  campany  engaged  in  these 
activities 

This  analysis  and  conclusion  is  directly  supported  by 
the  Supreme  Court's  decision  in  Board  of  Governors  of 
the  Federal  Reserve  System  v  Investment  Company 
Institute ,  450  U  S  46  (1981)  ( ICI  II).  there  the  Court 
determined  that  the  Glass-Steagall  Act  was  not  an 
impediment  to  the  offering  of  investment  advice  in  the 
form  of  management  of  closed-end  investment  com¬ 
panies  The  specific  holding  of  the  case  was  that  this 
activity  was  permissible  for  bank  holding  companies 
and  their  nonbanking  subsidiaries  because  it  was 
closely  related  to  the  business  of  banking  and  did  not 
m yolve  any  distribution  of  securities  in  violation  of  the 
G  ass-Steagall  Act  In  reaching  this  result,  however, 
court  likened  this  role  of  an  investment  adviser  to 
traditional  fiduciary  activities  of  banks  and 
d  sc  issed  at  length  why  it  would  be  appropriate  and 


legally  permissible  for  a  bank  to  offer  such  services 
directly  Id.  at  55-63 

ICI  II  dealt  with  a  challenge  to  a  Federal  Reserve 
Board  regulation  which,  in  relevant  part,  permits  bank 
holding  companies  and  their  subsidiaries  to  act  as 
investment  advisers  to  closed-end  investment  compa¬ 
nies.  12  CFR  225  4(a)  (5).  A  related  interpretive  ruling 
by  the  Board  prohibits  a  bank-affiliated  adviser  from 
purchasing  any  shares  of  an  investment  company  it 
advises  or  from  distributing  or  selling  those  shares.  12 
CFR  225.125(g)  and  (h)  The  Court  specifically  deter¬ 
mined,  under  those  circumstances,  that  the  securities 
of  a  closed-end  investment  company  are  not  "issued, 
sold,  or  underwritten  by  the  investment  adviser ."  450 
U  S  at  66.  Accordingly,  the  Court  concluded  that  the 
Glass-Steagall  Act  did  not  prohibit  the  advisory  activi¬ 
ties  permitted  by  the  Federal  Reserve  Board's  regula¬ 
tion  The  conditions  specified  in  the  Federal  Reserve 
Board's  interpretation  would,  of  course,  all  be  satisfied 
in  the  context  of  the  Bank's  application 

In  reaching  its  decision,  the  Supreme  Court  empha¬ 
sized  that  it  was  relying  on  the  express  language  of 
Sections  16  and  21  450  U  S.  at  65. 8  The  Court 
concluded: 

The  management  of  a  customer's  investment  port¬ 
folio — even  when  the  manager  has  the  power  to 
sell  securities  owned  by  the  customer — is  not  the 
kind  of  selling  activity  that  Congress  contemplat¬ 
ed  when  it  enacted  section  21  .  .  .  [Section  21] 
surely  was  not  intended  to  require  banks  to  aban¬ 
don  an  accepted  banking  practice  that  was  sub¬ 
jected  to  regulation  under  §  16 
(450  U  S.  at  63.) 

If  the  kind  of  selling  activity  covered  by  Section  21  is 
not  present  when  the  bank  has  investment  discretion 


8  As  noted  by  the  court  in  ICI  II.  the  same  method  of  statutory 
construction  was  also  employed  by  the  court  in  Investment  Compa¬ 
ny  Institute  v  Camp  401  US  617  (1971)  ( ICI  I )  In  that  case  the 
court  concluded  that  the  sale  and  distribution  by  the  bank  of  mutual 
fund  shares  embodying  nontraditional  banking  services  constituted 
a  sale  of  securities  in  violation  of  Sections  16  and  21  of  the  Glass 
Steagall  Act,  which  “[o]n  their  face  appear  clearly  to  prohibit  this 
activity  by  national  banks  401  U  S  at  625  The  particular  service 
offered  by  the  bank  there  was  a  commingled  managing  agency 
account  marketed  to  bank  customers  through  the  sale  and  distribu 
tion  of  mutual  fund  shares  registered  as  securities  under  the 
Securities  Act  of  1933  and  constituting  interests  in  an  investment 
company  registered  under  the  Investment  Company  Act  of  1940 
Nothing  in  the  court  s  decision  remotely  suggested  that  the  bank 
lacked  the  power  to  market  this  retail  investment  service  In  fact  the 
court  noted  that  '[fjrom  the  perspective  of  competition  conve¬ 
nience,  and  expertise  there  are  arguments  to  be  made  in  support  of 
allowing  commercial  banks  to  [engage  in  the  distribution  of  shares 
of  investment  funds  they  sponsor  and  manage  ]  401  US  at  636 
Nevertheless  the  manner  of  marketing  that  investment  service 
i  e  through  the  distribution  of  that  type  of  fund  s  shares  trans 
pressed  the  Glass-Steagall  proscriptions 


and  is  directing  specific  portfolio  purchases  and 
sales,  there  certainly  could  be  no  illegal  sale  of 
securities  where  the  bank  does  not  have  the  ultimate 
investment  discretion  with  respect  to  a  customer's 
portfolio,  and,  particularly,  where  the  advice  is  provid¬ 
ed  through  an  impersonal  medium  such  as  an  invest¬ 
ment  newsletter.  As  the  Court  further  noted,  the  statu¬ 
tory  list  of  activities  prohibited  to  banks — i.e.,  “issuing, 
underwriting,  selling,  or  distributing  .  .  .  securities" — is 
hardly  the  sort  of  language  that  would  be  used  to 
describe  an  investment  adviser.”9  450  U  S.  at  63  n.32. 
It  is  abundantly  clear,  therefore,  that  the  Glass-Stea- 
gall  Act  does  not  bar  the  Bank  from  offering  the  types 
of  investment  advice,  at  least  when  considered  alone, 
contemplated  in  the  application.10 

Advisory  Activity  in  Conjunction  with 
Brokerage  Activity 

The  Bank's  application  indicates  that  the  investment 
advice  provided  by  Adviser  will  be  offered  indepen¬ 
dently  of  the  brokerage  services  of  Brokers.11  Howev¬ 
er,  there  may  be  some  overlapping  of  the  services 


9  The  Court  was  referring  specifically  to  an  investment  adviser  as 
defined  in  the  Investment  Company  Act  of  1940,  15  USC  80a-2(20) 
The  Bank  in  this  case  wishes  to  register  its  subsidiary.  Adviser,  as 
an  investment  adviser  under  the  Advisers  Act  15  USC  80b  2(a) 
(11).  Both  definitions  are  similar,  though,  in  including  persons  who 
engage  in  advising  as  to  the  desirability  of  "investing  in,  purchasing 
or  selling  securities."  Neither  definition  contemplates  that  the  advis¬ 
er  will  itself  engage  in  the  "issuing,  underwriting,  selling,  or  distribut¬ 
ing"  of  securities  Thus,  the  Court’s  conclusion  that  the  list  of 
prohibited  activities  in  Section  21  "is  hardly  the  sort  of  language  that 
would  be  used  to  describe  an  investment  adviser"  is  equally 
applicable  here 

10  The  decision  thus  far  has  treated  Adviser,  both  in  terms  of  its 
powers  under  the  National  Bank  Act  and  disabilities  under  the 
Glass-Steagall  Act,  as  if  it  were  merely  an  extension  of  the  Bank 
This  treatment  is  consistent  with  the  Comptroller's  Interpretive 
Ruling  7.7376,  12  CFR  7  7376,  which  states  that  "all  provisions  of 
Federal  banking  laws  applicable  to  the  operations  of  the  parent 
[national]  bank  shall  be  equally  applicable  to  the  operations  of  its 
operating  subsidiaries  However,  since  Adviser  will  be  affiliated 
with  the  Bank  and  may  have  some  interlocking  management 
personnel,  it  is  also  relevant  to  determine  whether  it  will  engage  in 
any  of  the  tainted  activities  listed  in  Sections  20  and  32  of  the  Glass- 
Steagall  Act—  /  e  ,  the  “issue,  flotation,  underwriting,  public  sale,  or 
distribution"  of  securities  In  ICI  II  the  Court  indicated  that  its 
conclusion  that  a  bank's  acting  as  investment  adviser  to  a  closed- 
end  investment  company  would  not  violate  Sections  16  and  21  of 
the  Glass-Steagall  Act  subsumed  the  conclusion  that  that  activity 
did  not  fall  within  the  tainted  list  in  Section  20  450  U  S  at  60  n  26 
And  more  recently,  the  Court  of  Appeals  for  the  Second  Circuit  held 
that  all  of  the  listed  Section  20  activities  encompass  "the  wide¬ 
spread  marketing  of  specific  issues  of  new  securities  in  which  the 
dealer  trades  as  principal  for  his  own  profit  Securities  Industry 
Association  v  Board  of  Governors  of  the  Federal  Reserve  System , 
No  83-4019  at  6  (2d  Cir  July  15,  1983)  Since  Adviser  will  not  act  as 
principal  in  the  marketing  of  new  securities,  and  will,  in  fact,  not 
participate  in  any  way  in  the  sale  of  securities,  it  would  be  patently 
absurd  to  assert  that  it  is  engaging  in  activities  limited  by  Section  20 
or  Section  32 

11  In  fact,  if  Brokers  itself  provided  investment  advice  as  an  incident 
to  its  brokerage  services  and  did  not  charge  a  separate  fee  for  the 
advice,  it  would  be  exempt  from  registration  under  the  Advisers  Act 
15  USC  80b-2(a)(1 1  )(C) 


because  of  the  Bank  s  efforts  to  cross-sell  them  The 
issue  this  raises  is  whether  the  combination  of  dis¬ 
count  brokerage  services  with  investment  advisory 
services  could  create  a  new  service  that  would  be 
impermissible  under  the  Glass-Steagall  Act,  In  partic¬ 
ular,  it  could  be  asked  whether  the  Bank,  when  it 
provides  investment  advice,  is  still  selling  securities 
“solely  upon  the  order,  and  for  the  account  of,  custom¬ 
ers.”12 

It  is  my  opinion  that  the  purchase  and  sale  of  securi¬ 
ties  is  solely  on  the  order  and  for  the  account  of 
customers  within  the  meaning  of  Section  16  of  the 
Glass-Steagall  Act  whenever  the  ultimate  decision  to 
buy  or  sell  and  the  choice  of  the  security  rests  with  the 
customer  and  not  with  the  bank  13  This  is  true  regard¬ 
less  of  whether  the  bank  has  advised  the  customer 
concerning  the  appropriateness  of  a  particular  invest¬ 
ment  strategy.  As  one  court  has  stated,  the  statutory 
test  is  met  if  “no  sales  or  purchases  are  executed 
unless  directed  by  the  customer,  and  the  customer 
has  full  beneficial  ownership  of  the  securities.  New 
York  Stock  Exchange  v.  Smith,  404  F  Supp  1091, 
1097  (D.C.C.  1975).  These  conditions  will  be  met  by 
the  Bank  with  its  advisory  and  brokerage  services 
and,  indeed,  would  be  met  even  if  the  Bank  were  to 
offer  investment  advice  incidental  to  brokerage  trans¬ 
actions. 

Furthermore,  the  Supreme  Court's  decision  in  ICI  I, 
supra,  401  U.S.  at  625,  to  the  effect  that  offering  to  the 
public  a  commingled  managing  agency  account  con¬ 
stitutes  an  unlawful  union  of  separately  unobjection¬ 
able  powers  is  not  of  concern  here  for  the  following 
reasons.  First,  as  discussed  above,  the  Court  noted  in 
ICI  II  that  its  decision  in  ICI  I  rested  on  the  express 


12  Section  1 6  of  the  Glass-Steagall  Act  also  prohibits  a  national  bank 
from  purchasing  and  selling  securities  for  customers  except  where 
the  transaction  is  "without  recourse  to  the  bank  While  it  is  true  that 
the  Bank  might  be  subject  to  certain  incidental  and  contingent 
liabilities  based  on  its  role  as  broker  or  adviser  these  are  not  the 
types  of  recourse  Congress  intended  to  bar  Rather  Congress  was 
concerned  about  the  sort  of  contractual  arrangements  that  would 
effectively  put  a  bank  in  the  shoes  of  the  investor,  subject  to  the  risks 
ordinarily  associated  with  any  particular  investment  In  this  vein,  the 
Supreme  Court  described  the  "without  recourse  wording  as  being 
directed  against  contracts  "by  which  the  bank  assumes  the  risk  of 
loss  which  would  otherwise  fall  on  the  buyer  of  securities,  or 
undertakes  to  insure  to  the  seller  the  benefit  of  an  increase  in  value 
of  securities  which  would  otherwise  accrue  to  the  bank  Awotm  v 
Atlas  Exchange  National  Bank.  295  U  S  209  212  (1935)  See  also 
Securities  Industry  Association  v  Board  of  Governors  of  the  Federa' 
Reserve  System ,  No  83-4019  at  16  n  4  (2d  Cir  July  15  1983).  New 
York  Stock  Exchange  v  Smith.  404  F  Supp  1091  1097  (D  D  C 
1975),  vacated  on  other  grounds  sub  nom  New  York  Stock  Ex¬ 
change  v  Bloom ,  562  F  2d  736  (D  C  Cir  1977)  Since  neither  the 
Bank  nor  any  of  its  subsidiaries  will  enter  mto  any  contractua- 
arrangement  guaranteeing  the  investment  quality  of  any  security 
the  without  recourse  provision  is  not  contravened 

13  Of  course,  a  national  bank  may  exercise  investment  discretion 
when  it  has  been  named  as  managing  agent  or  trustee  and  has  the 
authority  to  act  in  such  a  capacity  e  g  pursuant  to  12  USC  92a  o 
incidental  to  its  authority  to  deal  in  particular  securities 
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language  ot  the  Glass-Steagall  Act —re,  the  offering  of 
the  commingled  managing  agency  account  was  ac¬ 
complished  by  the  issuance  and  distribution  of  shares 
of  a  mutual  fund,  an  activity  on  its  face  within  the 
statutory  proscriptions  See  Sections  16  and  21  of  the 
Giass-Steagall  Act  The  Bank  s  services,  even  when 
combined  do  not  violate  those  statutory  prohibitions. 
Second  the  powers  being  combined  were  not  actually 
powers  in  the  sense  of  ultimate  banking  services 
offered  in  accordance  with  12  USC  24  (Seventh).  In 
particular,  the  power  to  commingle  customers’  assets 
is  not  a  banking  service  per  se  but  rather  a  permissi¬ 
ble  administrative  technique  for  effecting  the  unobjec¬ 
tionable  power  of  managing  customers’  funds  placed 
with  the  bank  in  trust  What  was  impermissible  was  the 
use  of  this  technique  as  to  assets  not  held  in  trust,  at 
least  in  a  context  involving  the  issuance  and  sale  of 
securities. 

By  way  of  contrast,  in  the  Bank's  case  the  two  powers 
to  be  combined  (assuming  they  are  viewed  as  being 
offered  in  combination)  are  independent  powers  being 
purchased  by  advisory  clients  and  brokerage  custom¬ 
ers  seriatim  and  unalloyed  For  example,  clients  of 
Adviser  may.  but  are  not  required  to,  execute  securi¬ 
ties  transactions  through  Brokers  Similarly,  customers 
of  Brokers  may,  but  are  not  required  to,  obtain  adviso¬ 
ry  services  from  Adviser  In  any  event,  where  Brokers 
effects  transactions,  that  activity  would  not  constitute 
underwriting  securites  or  dealing  in  securities  for  its 
own  account  within  the  meaning  of  Section  16  of  the 
Glass-Steagall  Act. 

Finally,  the  purposes  of  the  Glass-Steagall  Act  are  not 
offended  by  a  combination  of  brokerage  and  advisory 
services  The  United  States  Court  of  Appeals  for  the 
Second  Circuit  has  recently  described  two  principal 
concerns  of  Congress  in  adopting  the  Act.  First, 

‘  Congress  believed  that  commercial  bank  involve¬ 
ment  in  underwriting  and  securities  speculation  had 
unduly  placed  bank  assets  at  risk."  Securities  Industry 
Association  v  Board  of  Governors  of  the  Federal 
Reserve  System,  No  83-4019  at  9  (2d  Cir  July  15, 
1983)  Since  neither  the  Bank  nor  its  subsidiaries  will 
be  purchasing  securities  as  principal,  this  concern  is 
obviously  inapposite.14 


' 1  The  court  observed  that  certain  bank  securities  activity  might  also 
impair  pub"C  confidence  in  a  bank  posing  an  additional  solvency 
threat  to  the  bank  In  particular  the  court  stated  that  [sjecunties 
trading  further  shakes  public  confidence  in  banks  because  it 
assoc  ates  banks  with  speculative  ventures  and  because  some 
customers  purchasing  securities  on  bank  representations  will  mev- 
tab  /  suffer  osses  Securities  Industry  Association  v  Board  ot 
Governors.  Supra  at  10  It  is  apparent  from  the  context  of  this  remark 
ourf  A/as  referring  only  to  situations  in  which  the  bank  was 
"ad.rq  as  pnncipa  for  its  own  account  and  not  when  it  provided 
r  /esfmenf  advice  concerning  securities  as  to  which  the  bank  has 
r  r,  r  /eVmeri?  merest  Accordingly  the  remark  does  not  cast  doubt 
or  *he  v.,fv  ee s  offered  or  proposed  by  the  Bank 


The  second  Congressional  purpose  identified  by  the 
court  was  the  avoidance  of  “the  inherent  conflict 
between  the  promotional  role  of  an  investment  banker 
and  the  commercial  banker’s  obligation  to  give  disin¬ 
terested  investment  advice."  Id.  at  10  The  court 
stated  further,  "A  commercial  bank  that  trades  as  a 
principal  might  allow  its  interest  in  trading  profits  to 
override  the  fiduciary  duties  owed  to  depositors  ."  Id 
However,  the  Supreme  Court  has  determined  that  an 
"advisory  fee  earned  by  the  bank  would  provide  little 
incentive  to  the  bank  or  its  holding  company  to  en¬ 
gage  in  promotional  activities."  ICI II,  450  U.S.  at  67. 
Similarly,  since  the  Bank  will  not  be  trading  as  princi¬ 
pal,  its  advisory  fee,  even  if  added  to  its  brokerage 
commission,  would  provide  “little  incentive"  to  com¬ 
promise  its  duty  to  render  disinterested  advice.  Fur¬ 
ther,  the  fiduciary  duties  imposed  on  an  investment 
adviser  under  the  common  law  and  Section  206  of  the 
Advisers  Act  effectively  prevent  the  sort  of  hidden 
conflicts  of  interest  that  troubled  Congress  in  the 
1930's.  See  15  USC  80b-6 

Based  on  the  foregoing  analysis,  it  is  my  opinion  that 
the  Glass-Steagall  Act  does  not  prohibit  the  Bank  from 
offering  investment  advice  separate  from  or  in  con¬ 
junction  with  the  brokerage  services  currently  offered 
by  another  bank  subsidiary. 

Use  of  Brokers  by  Adviser — Potential 
Conflicts  of  Interest 

The  Bank's  application  for  the  advisory  subsidiary 
indicates  that  it  intends  to  utilize  the  services  of  Broker 
in  several  circumstances.  In  connection  with  discre¬ 
tionary  agency  accounts,  Brokers  will  be  used  when 
consistent  with  the  subsidiary’s  best  execution  obliga¬ 
tion.  In  the  DCP,  Brokers  will  be  utilized  upon  the 
authorization  of  the  customer  and  after  disclosure  of 
certain  price  fluctuation  risks.  Finally,  there  may  be 
certain  referrals  made  from  Adviser  to  Brokers  and 
vice  versa,  but  no  fees  will  be  charged  for  the  referral, 
and  no  commissions  or  fees  will  be  split  between 
Brokers  and  Adviser  on  referred  business. 

The  use  of  affiliated  service  providers  to  deliver  serv¬ 
ices  to  fiduciary  accounts  raises  delicate  questions  of 
potential  conflicts  of  interest  The  law  in  such  situa¬ 
tions  is  not  always  clear  and  may  vary  depending  on 
the  nature  of  the  fiduciary  relationship,  the  particular 
services  being  acquired,  the  state  whose  law  applies, 
and  various  other  factors.  See,  generally,  2  A  Scott, 
Law  of  Trusts  Section  170  at  1297  et  seg  (3d  ed 
1967)  Nevertheless,  it  is  clear  that  trustees  and  other 
fiduciaries  owe  a  duty  of  loyalty  to  beneficiaries  and 
that  this  duty  would  apply  in  some  degree  to  agents 

One  significant  issue  with  respect  to  the  use  of  an 
affiliated  broker  to  effect  transactions  for  Adviser's 
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discretionary  agency  accounts  is  whether  the  broker 
may  charge  its  ordinary  commission  for  such  services 
In  my  opinion,  retention  of  commissions  ought  to  be 
allowed  where  the  transaction  is  in  all  respects  fair  and 
reasonable,  but  I  recognize  that  the  governing  stan¬ 
dard  will  be  found  in  applicable  local  law  15  Accord¬ 
ingly,  the  Bank  should  obtain  a  favorable  opinion  of 
counsel  that  is  not  merely  conclusory  before  it  effects 
transactions  through  Brokers  at  Brokers'  normal  com¬ 
mission  rates. 

The  Bank's  application  indicates  that  it  may  utilize 
Brokers  in  connection  with  securities  transactions  in 
discretionary  accounts  provided  it  is  consistent  with 
applicable  law  and  Brokers  can  provide  best  execu¬ 
tion.  The  performance  of  fiduciary  functions  will,  to  be 
sure,  be  governed  at  least  in  part  by  the  standards  of 
local  law.  Further,  there  can  be  no  doubt  that  a  general 
duty  of  seeking  best  execution  for  transactions  in 
fiduciary  accounts  exists,  whether  the  execution  is 


,5With  regard  to  the  sale  of  broker-dealer  services  by  a  national 
bank  to  its  trust  accounts,  this  Office  at  one  time  opined  that  it  is 
permissible  to  engage  in  such  transactions  provided  no  commis¬ 
sion  is  charged  to  the  trust  accounts  Comptroller  s  Handbook  for 
National  Trust  Examiners,  Precedents  and  Opinions  f  9  4015  This 
view  accords  with  one  line  of  cases  following  the  leading  English 
precedent  of  Williams  v.  Barton  [1927]  2  Ch.9.  in  which  a  trustee 
directed  trust  securities  transactions  to  a  brokerage  firm  by  which 
he  was  employed  in  exchange  for  a  percentage  of  the  brokerage 
commissions  earned  The  court  found  the  trustee  accountable  to  the 
trust  for  his  portion  of  the  commissions  Numerous  cases  in  this 
country  reach  the  same  result.  See.  e  g  .  Sexton  v  Swords  S  S  Line . 
Inc.  1 18  F. 2d  708  (2d  Cir  1941 )  (trustee  accountable  for  commis¬ 
sion  for  chartering  ship  held  in  trust).  Slay  v  Burnett  Trust .  143  Tex 
621.187  S.W  2d  480  (Tex.  Civ.  App  1944)  (trustee  accountable  for 
loan  procurement  commission  but  not  bona  fide  legal  fee) 

More  recently  this  Office  has  authorized  national  banks  to  utilize  the 
banks'  own  discount  brokerage  services  for  fiduciary  accounts  of 
the  banks,  provided  the  banks  receive  no  profit  from  the  services 
See.  eg..  Decision  of  the  Comptroller  of  the  Currency  to  Charter 
Dreyfus  National  Bank  and  Trust  Company  at  28  n.28  (Feb.  4,  1983); 
letter  of  Dean  W  Miller,  Deputy  Comptroller  for  Trust  and  Securities 
(Mar  22,  1983)  This  approach  follows  the  well-worn  rule  that 
trustees  may  not  profit  from  the  administration  of  a  trust  except  for 
the  receipt  of  compensation  for  service  as  trustee  See  2  A  Scott, 
Law  of  Trusts,  supra.  Section  170.22  at  1374 

Still  other  cases  have  allowed  trustees  or  related  persons  to  retain 
fair  and  reasonable  commissions  for  services  rendered  to  trust 
accounts  in  a  capacity  other  than  as  trustee  This  result  was 
reached,  for  example,  in  Albrights/  Jefferson  County  National  Bank. 
292  N  Y  31,  53  N  E  2d  753  (1944),  where  the  court  allowed  a 
securities  broker  to  retain  commissions  earned  on  securities  pur¬ 
chases  for  trust  accounts  directed  to  it  by  an  affiliated  trust 
company  The  court  also  held  that  the  trust  company  was  not 
accountable  for  the  commissions.  See  also  Childs  v  National  Bank 
of  Austin.  658  F.2d  487  (7th  Cir.  1981)  (law  firm  of  bank  chairman 
not  accountable  for  legal  fees  charged  by  firm  to  corporation  of 
which  he  was  also  chairman  and  which  was  controlled  by  trust  of 

which  bank  was  trustee),  Chase  v  Pevear. _ Mass _ 4 1 9  N  E  2d 

1358  (1981 )  (fee  paid  to  investment  counselling  firm  of  which  trustee 
was  president  could  be  retained  if  reasonable) 


performed  by  affiliated  or  urraff iliated  entities  1b  The 
Federal  Reserve  Board  has  recently  reiterated  the 
applicability  of  this  standard  in  its  decision  concerning 
BankAmerica  Corporation's  acquisition  of  The  Charles 
Schwab  Corporation  BankAmerica  Corp  Order  of 
the  Federal  Reserve  Board  Approving  Acquisition  of 
Retail  Discount  Brokerage  Firm  at  25-26  n  34  (Jan  7 
1983),  69  Fed  Res.  Bull.  105  (1983)  However  be¬ 
cause  of  the  potential  self-dealing  abuses  possible  in 
this  situation,  state  law  may  impose  other  significant 
duties. 

One  duty  that  appears  to  be  applicable  is  obtaining 
the  consent  of  the  beneficiaries — in  this  case,  the 
principals.  Such  consent  might  be  required  not  only 
for  the  use  of  the  affiliated  broker  but  also  for  the 
retention  of  the  brokerage  commissions  per  se.17 
Further,  there  will  be  a  recordkeeping  burden  on 
Adviser  with  respect  to  agency  accounts  Under  12 
USC  92a(c)  national  banks  are  required  to  maintain 
separate  records  relating  to  the  administration  of 
fiduciary  accounts.  In  addition,  however,  the  records 
necessary  to  demonstrate  compliance  with  fiduciary 
standards  may  be  greater  in  situations  where  there  are 
potential  conflicts  of  interest  In  particular,  it  may  be 
more  burdensome  than  in  the  normal  situation  to 
demonstrate  that  the  Bank  has  met  its  best  execution 
duty  and  that  the  transaction  was  appropriate  for  and 
solely  in  the  interest  of  the  fiduciary  account,  including 
the  absence  of  churning  of  the  account  See  Securi¬ 
ties  Act  Release  No.  5250  (May  9,  1972),  reprinted  at 
Fed.  Sec  L  Rep.  (CCH)  51  78,776 

Even  in  situations  where  the  Bank  or  its  advisory 
subsidiary  does  not  exercise  investment  discretion  in 


16  The  requirement  of  achieving  best  execution  can  be  viewed  as 
having  several  aspects  It  involves  consideration  of  certain  qualita 
tive  features  of  a  transaction  as  well  as  consideration  of  the  price  of 
the  security  and  any  commission  or  mark-up  that  may  be  charged 
The  duty  to  seek  best  execution  of  transactions  in  fiduciary  ac¬ 
counts  would  ordinarily  be  part  of  the  fiduciary’s  duty  of  care  But 
where  there  is  a  potential  self-dealing  problem,  this  duty  may  be 
enhanced  under  the  rubric  of  the  transaction's  having  to  be  fair  and 
reasonable  in  all  respects  Such  a  requirement  would  ordinarily  be 
imposed  in  connection  with  a  purchase  of  property  from  or  sale  to  a 
trust  by  a  trustee  Id  But  the  requirement  has  been  imposed 
expressly  in  certain  service  charge  cases  See.  e  g  Chase  v 

Pevear. _ Mass _ 419  N  E  2d  1358  (1981)  Such  a  requirement 

also  may  be  found  in  the  federal  securities  laws  See  Securities  and 
Exchange  Commission,  Securities  Act  Release  No  5250  (May  9 
1972),  reprinted  at  Fed  Sec  L  Rep  (CCH)'  78  776  cl  15  USC 
78bb(e) 

1 '  This  result  was  reached,  for  example  in  Matter  of  Walter  186 
NYLJ  5  (Sup  Ct  Aug  14,1981)  The  consent,  in  addition,  should 
be  informed  consent-  i  e  .  consent  obtained  after  full  disclosure  of 
all  material  facts  See  generally  2  A  Scott  Law  of  Trusts  supra 
Section  1  70  25  at  1387  While  this  rule  has  typically  been  applied  m 
the  context  of  a  purchase  of  property  from  or  sale  of  property  to  a 
trust  by  the  trustee  it  is.  nevertheless,  an  appropriate  standard  n 
the  case  of  services  as  well  under  both  fiduciary  principles  and 
securities  anti-fraud  principles 
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connection  with  a  customer's  securities  transactions, 
there  may  be  a  heavy  disclosure  and  recordkeeping 
burden  with  respect  to  transactions  executed  through 
Brokers  This  burden  would  be  particularly  pro¬ 
nounced  where  Brokers  might  not  be  providing  best 
execution  Cf  FPC  Securities  Corp  ,  Fed  Sec.  L.  Rep 
(CCH)  *  80.072  (avail  Dec  1,  1974).  Such  a  situation 
appears  potentially  to  exist  under  the  DCP  when 
orders  are  deferred  so  they  may  be  bunched 

Conclusion 

After  evaluating  the  entire  record  and  applicable 
banking  law.  it  is  my  conclusion  that  the  proposed 
activity  is  a  part  of  the  business  of  banking  or  inciden¬ 
tal  thereto  and  that  the  Bank  has  the  capacity  to 
support  that  activity.  All  of  the  activities  that  constitute 
the  exercise  of  fiduciary  powers  within  the  meaning  of 
12  CFR  9  1(c)  will  be  subject  to  the  regulations  con¬ 
tained  in  1 2  CFR  Part  9  Therefore,  pursuant  to  1 2  CFR 
5  34,  the  Bank's  application  to  create  a  subsidiary  that 
will  perform  the  broad  range  of  advisory  services 
proposed  is  hereby  approved  in  accordance  with  the 
foregoing  opinion 

C  T  Conover 

Comptroller  of  the  Currency 

Of  Note: 

May  5,  1983 — The  OCC  approved  the  application  by 
Provident  National  Bank,  Bryn  Mawr.  Pa.,  to  establish 


an  operating  subsidiary  which  will  engage  primarily  in 
securities  brokerage  activities  and  trading  foreign 
currency  options. 

May  13,  1983 — The  OCC  notified  Commercial  Credit 
Company,  Baltimore,  Md.,  of  its  intent  not  to  disap¬ 
prove  the  proposed  change  in  control  of  the  First 
National  Bank  of  Wilmington,  Wilmington,  Del 

June  10,  1983 — The  OCC  approved  the  acquisition  of 
Clifford  Drake  and  Co  as  an  operating  subsidiary  of 
Security  Pacific  National  Bank,  Los  Angeles,  Calif 

June  23,  1983 — The  OCC  notified  J  C.  Penney  Com¬ 
pany,  Inc.,  New  York,  N.Y.,  of  its  intent  not  to  disap¬ 
prove  the  proposed  change  in  control  of  the  First 
National  Bank  of  Harrington,  Harrington,  Del. 

August  9,  1983 — The  authority  of  the  OCC  to  charter 
foreign  bank  offices  in  any  state  authorizing  them  was 
upheld  by  the  U  S  Court  of  Appeals  for  the  District  of 
Columbia 

August  10,  1983 — The  Comptroller  of  the  Currency 
announced  his  approval  of  the  application  by  U  S 
Trust  Company  of  Florida,  Palm  Beach,  Fla,,  to  convert 
from  a  state-chartered  trust  company  into  a  national 
bank  The  bank  will  accept  demand  deposits  but  not 
make  commercial  loans. 
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Interpretive  Letters — July  15  to  September  15,  1983 


Topic 

Laws 

12  use  24 . 

12  use  24(7) . 

12  USC  29 . 

12  USC  51 . 

12  USC  51a . 

12  USC  59 . 

12  USC  60 . 

12  USC  71 . 

12  USC  73 . 

12  USC  82 . 

12  USC  84 . 

12  USC  92a . 

12  USC  21 5-21 5a 

12  USC  221a . 

12  USC  371c . 

12  USC  371d . 

12  USC  604a . 


Letter  No 


269 

260,  268 

263 
269 

264 
.264 
.266 
266 
.266 
.268 
262 
.265 
.264 
.261 

261,  266 
.269 
.270 


Regulations 

12  CFR  5.20 . 269 

12  CFR  5.46 . 264 

12  CFR  7.1135  . 262 

12  CFR  7.5230  . 263 

12  CFR  7.7514  . 262 

12  CFR  29  . 267 

12  CFR  32.103  . 262 

12  CFR  32.107  . 262 

12  CFR  204  . 268 

12  CFR  211 . 270 

12  CFR  217 . 268 


Subject 

Capital  Adequacy . 

Edge  Act . 

Employee  Stock  Ownership 

Futures . 

Investment  Securities . 

Securities  Acts:  Definitions  . 

Shareholders . 

Standby  letters  of  credit  .  .  . 


.269 

.270 

.261 

260 

.260 

.260 

.264 

266 
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260— June  27,  1983 

This  is  in  response  to  your  letter  of  January  7,  1983. 
regarding  financial  options.  You  requested  this  Office 
to  confirm  that  your  client.  ***  (Bank),  may.  subject  to 
the  conditions  specified  in  your  letter,  purchase  and 
sell  for  its  own  account  exchange-traded  options  on 
fixed-income  securities  that  themselves  are  permissi¬ 
ble  investments  for  national  banks. 

You  noted  that  Banking  Circular  79  (2nd  Rev.),  March 
19.  1980  recognizes  that  national  banks  may  pur¬ 
chase  and  sell  financial  futures  in  their  commercial 
banking  activities.  The  Circular  states  that  the  use  of 
these  contracts  is  considered  to  be  an  activity  inciden¬ 
tal  to  banking  in  the  following  areas: 

a  For  investment  portfolio  or  non-dealer  opera¬ 
tions  in  fixed-rate  assets,  banks  should  evaluate 
the  interest  rate  risk  exposure  resulting  from  their 
overall  investment  activities  to  insure  that  the 
positions  they  take  in  futures,  forwards  and  stand¬ 
by  contracts  markets  will  reduce  their  risk  expo¬ 
sure.  Short  positions  in  futures  and  forwards  con¬ 
tracts  should  reasonably  relate  to  existing  or  antic¬ 
ipated  cash  positions,  and  should  be  used  to 
enhance  liquidity  of  the  portfolio.  Rather  than 
using  short  hedges  against  portfolio  holdings  for 
purposes  of  income  generation,  we  would  expect, 
where  practicable,  that  contract  gains  would  be 
used  to  offset  losses  resulting  from  the  sale  of 
portfolio  securities  as  asset  yields  are  upgraded. 
Long  positions  in  futures  and  forwards  should 
reasonably  reflect  the  bank’s  investment  strategy 
and  ability  to  fulfill  its  commitments 

b.  Asset/liability  management  involves  the 
matching  of  fixed-rate  and  interest-sensitive  as¬ 
sets  and  liabilities  in  order  to  maintain  liquidity  and 
profitability.  Futures  and  forwards  contracts  may 
be  used  as  a  general  hedge  against  the  interest 
rate  exposure  associated  with  undesired  mis¬ 
matches  in  interest-sensitive  assets  and  liabilities. 
Long  positions  in  contracts  could  be  used  as  a 
hedge  against  funding  interest-sensitive  assets 
with  fixed-rate  sources  of  funds:  short  positions  in 
contracts  could  be  used  as  a  hedge  agamsi 
funding  fixed-rate  assets  with  interest-sensitive 
liabilities. 

c.  Dealer-bank  trading  activities  that  employ  fu¬ 
tures,  forwards  and  standby  contracts  should  be 
in  accordance  with  safe  and  sound  banking  prac¬ 
tices  reasonably  related  to  the  bank's  legally 
permitted  trading  activities. 

You  suggest  that  national  banks  may  use  options  on 
fixed-income  securities  to  achieve  the  same  purposes 


as  the  purchase  and  sale  of  futures  contracts  For 
instance,  a  national  bank  could  use  long  put  options 
(purchase  of  put  options)  to  reduce  its  exposure  in 
managing  its  loan  and  investment  portfolio  Thus,  a 
long  put  option  could  reduce  risk  in  a  loan  commit¬ 
ment,  should  the  interest  rates  rise  before  the  loan  is 
made.  Similarly,  a  long  put  option  may  reduce  price 
impairment  related  to  interest  rates  which  may  affect 
fixed-income  securities  Long  call  options  (purchase 
of  call  options)  may  be  used  to  reduce  risk  associated 
with  firm  forward  commitments  to  sell  loans  or  invest¬ 
ments.  Short  call  options  (selling  or  writing  call  op¬ 
tions)  may  be  used  to  substitute  a  steady  fee  income 
for  potential  gains  in  market  value  if  interest  rates 
decline.  You  noted  that,  for  these  and  other  reasons, 
the  Federal  Home  Loan  Bank  Board  has  permitted 
savings  and  loan  institutions  to  trade  option  contracts 
47  Fed.  Reg.  36621  (August  23,  1982). 

Your  client  is  proposing  to  conduct  its  operations 
within  the  following  limits  which  are  patterned  after 
those  established  in  Banking  Circular  79  regarding 
futures  activities: 

1)  The  Bank  will  purchase  and  sell  options  only 
for  the  purpose  of  reducing  its  interest-rate  expo¬ 
sure  with  respect  to  its  investment  portfolio  and 
asset-liability  management.  Similarly,  the  Bank's 
dealer-bank  trading  activities  will  be  incidental  to 
its  trading  activities  and  in  accordance  with  safe 
and  sound  banking  practices.  The  Bank  wiil  pur¬ 
chase  or  sell  options  only  on  those  fixed-income 
securities  in  which  a  national  bank  is  authorized  to 
invest  for  its  own  account 

2)  The  Bank’s  board  of  directors  will  endorse 
strategies  that  relate  the  purchase  and  sale  of 
options  contracts  to  the  business  activities  of  the 
Bank,  and  will  adopt  specific  written  policies  as 
well  as  internal  control  procedures  with  regard  to 
options  trading.  Internal  control  procedures  will 
specify  the  personnel  authorized  to  engage  in 
options  trading,  along  with  their  duties  and  re¬ 
sponsibilities.  The  board  of  directors  will  also 
adopt  a  system  to  ensure  that  the  Bank  monitors 
the  credit  risk  exposure  associated  with  various 
dealers  with  whom  operating  personnel  are  autho¬ 
rized  to  transact  business 

3)  The  Bank's  board  of  directors  will  adopt  institu¬ 
tional  position  limits  with  respect  to  each  different 
type  of  option  (i.e.,  short  puts,  long  puts,  short 
calls,  long  calls)  The  board  of  directors,  a  duly 
authorized  committee  thereof  or  the  Bank's  inter¬ 
nal  auditors  will  review  all  outstanding  contract 
positions  on  a  monthly  basis  to  ascertain  confor¬ 
mance  with  such  limits. 
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4)  The  Bank  will  maintain  a  contract  register  ade¬ 
quate  to  identify  and  control  all  options  contracts 
Such  register  will  include  a  list  of  all  outstanding 
options  contracts  and  will  indicate  the  type, 
amount  and  maturity  date  of  each  contract,  the 
cost  of  or  income  from,  the  contract  and  the 
purpose  for  which  the  contract  was  entered  into 
The  Bank  will  retain  such  records  for  all  closed-out 
options  transactions  for  a  period  of  2  years 

5)  The  Bank  will  account  for  options  transactions 
by  the  same  method  as  required  by  the  Comptrol¬ 
ler  with  respect  to  futures  and  forwards  contracts. 
Pursuant  to  this  method,  the  market  value  of  all 
outstanding  option  contracts  will  be  determined  at 
least  monthly  All  contracts,  other  than  those  asso¬ 
ciated  with  the  hedging  of  mortgage  banking 
operation,  will  be  valued  by  a  consistent  method 
of  either  mark-to-market  or  mark  to  the  lower  of 
cost  or  market  All  losses  resulting  from  monthly 
contract  value  determinations  will  be  recognized 
as  a  current  expense  item.  If  the  Bank  values  its 
options  contracts  on  a  mark-to-market  basis,  it  will 
recognize  gains  as  a  current  income  item.  In  the 
event  that  an  option  is  exercised  and  results  in  the 
acquisition  of  fixed-income  securities,  such  secu¬ 
rities  will  be  recorded  on  an  accounting  basis 
consistent  with  that  applied  to  the  contracts  (either 
market  or  lower  of  cost  or  market). 

I  agree  with  your  conclusion  that  the  purchase  and 
sale  of  financial  options  may  be  permissible  as  an 
incidental  banking  activity  under  12  USC  24(7).  As 
described  above,  banks  may  use  these  contracts  to 
manage  certain  risks  resulting  from  their  expressly 
permitted  banking  activities.  In  these  areas,  the  use  of 
options  is  connected  to  the  underlying  banking  activi¬ 
ties,  such  as  managing  risks  in  the  bank's  investment 
portfolio  and  dealer-bank  activities,  and  managing 
interest  rate  risks  associated  with  asset/liability  man¬ 
agement. 

The  case  law  on  incidental  banking  powers,  while  not 
specifically  on  point,  supports  this  conclusion.  In 
Arnold  Tours.  Inc  v  Camp.  472  F  2d  427  (1st  Cir. 
1972),  the  court  stated  that  a  permissible  incidental 
activity  must  be  "convenient  and  useful"  in  the  per¬ 
formance  of  the  bank's  expressly  permitted  activities. 
As  described  above,  the  use  of  options  can  be 
convenient  and  useful  in  the  bank’s  investment,  lend¬ 
ing.  deposit,  and  trading  activities  Thus,  even  under 
the  restrictive  Arnold  Tours  test,  these  activities  are 
permissible  See  also.  Franklin  Nat'l  Bankv  New  York. 
947  U  S  373  (1954)  (advertising  of  savings  accounts 
/vas  incidental  to  the  power  to  accept  such  deposits), 
///man  v  Wallace.  201  US  230  (1906)  (borrowing 
or  e/  s  incidental  to  deposit  taking)  It  is  also  note¬ 


worthy  that  in  M&M  Leasing  Corp  v  Seattle  First  Nat'l 
Bank.  563  F  2d  1377  (9th  Cir.  1977),  cert  den  436 
U  S  956  (1978),  the  court  went  on  to  indicate  that 
banking  powers  (lending)  may  take  new  forms  (leas¬ 
ing)  in  changed  economic  circumstances 

As  options  relate  directly  to  the  underlying  instrument, 
we  must  conclude  that  a  national  bank  may  only  buy 
and  sell  options  to  the  extent  that  it  is  allowed  to  buy 
and  sell  the  underlying  instrument.  Thus,  national 
banks  may  buy  and  sell  options,  for  instance,  on  U.S. 
government  securities  and  on  CDs.  As  national  banks 
are  not,  as  a  general  rule,  allowed  to  purchase  and  sell 
corporate  stock  for  their  own  account,  they  may  not 
buy  and  sell  options  on  S&P  index  futures  currently 
offered  by  certain  boards  of  trade. 

As  the  Bank  has  proposed  to  do,  it  is  also  necessary  to 
adopt  position  limits  and  to  monitor  closely  these 
activities.  For  instance,  short  put  options  may  involve 
significant  risk  potential.  Although  Banking  Circular  79 
does  not  address  the  purchase  and  sale  of  exchange- 
traded  options.  I  believe  that  it  would  be  prudent  for  a 
national  bank  to  observe  its  principle  of  avoiding  long¬ 
term  standby  contracts.  In  other  words,  I  believe  that  it 
would  be  ordinarily  inappropriate  for  a  national  bank  to 
enter  into  long-term  short  puts,  i.e.,  other  than  3-  and 
6-month  options 

The  Glass-Steagall  Act,  as  codified  at  12  USC  24(7), 
provides  that: 

The  business  of  dealing  in  securities  and  stock  by 
the  association  shall  be  limited  to  purchasing  and 
selling  such  securities  and  stock  without  re¬ 
course,  solely  upon  the  order,  and  for  the  account 
of,  customers,  and  in  no  case  for  its  own  account, 
and  the  association  shall  not  underwrite  any  issue 
of  the  securities  or  stock:  ***  Except  as  hereinaf¬ 
ter  provided  or  otherwise  permitted  by  law,  noth¬ 
ing  herein  contained  shall  authorize  the  purchase 
by  the  association  for  its  own  account  of  any 
shares  of  stock  of  any  corporation***. 

[Emphasis  added.] 

Obviously,  national  banks  cannot  purchase  and  sell 
financial  options,  as  an  incidental  activity,  if  these 
provisions  explicitly  prohibit  such  activity. 

A  recent  amendment  of  the  securities  laws  included 
options  within  the  definition  of  a  “security  "  Pub  L  97- 
303,  Section  1  (October  13,  1982)  The  language  of 
the  new  definition  might  thus  suggest  that  options  are 
“securities’'  that  are  mentioned  in  Section  24(7).  Flow- 
ever,  I  believe  that  such  an  expansive  reading  is  not 
warranted  in  this  context,  and  that  the  purchase  and 
sale  of  financial  options  is  not  explicitly  prohibited  by 
Section  24(7) 


It  is  well  settled  that  the  phrase  “security,"  as  it  apears 
in  the  securities  laws,  is  not  interchangeable  with  the 
same  term  as  used  in  the  Glass-Steagall  Act.  Invest¬ 
ment  Company  Institutes.  Camp.  401  US. 617(1971); 
A.  G  Becker,  Inc.  v.  Board  of  Governors,  693  F.2d  136 
(D  C.  Cir.  1982),  petition  for  cert,  filed,  No.  82-1 766,  81 
U.S.L.W.  3807  (May  10,  1983).  Consequently,  the 
amendment  of  the  securities  laws'  definition  of  "securi¬ 
ty"  to  include  options  does  not  necessarily  mean  that 
options  should  now  be  included  in  “securities”  which 
national  banks  may  not  purchase  or  deal  in  for  their 
account.  In  this  case,  the  purpose  and  the  legislative 
history  of  the  amendment  clearly  indicate  that  it  was 
not  intended  to  restrict  the  purchase  and  sale  of 
options  by  national  banks  where  such  purchases  and 
sales  otherwise  qualify  as  permissible  incidental  bank¬ 
ing  activities. 

In  the  past  years,  a  controversy  developed  between 
the  SEC  and  the  CFTC  over  jurisdiction  to  regulate 
trading  in  options,  futures,  and  options  on  futures.  The 
controversy  was  tentatively  settled  on  February  2, 
1982,  when  the  SEC  and  the  CFTC  announced  that 
they  had  agreed  on  proposed  legislation  to  clarify  the 
agencies'  respective  jurisdiction  over  options  and 
futures  trading.  Among  other  things,  the  agreement 
stated  that  the  SEC  would  regulate  options  on  securi¬ 
ties  and  CDs  and  on  all  groups  or  indices  of  securities 
and  CDs.  The  CFTC  would  regulate  futures  contracts 
on  exempted  securities  (other  than  municipal  securi¬ 
ties)  and  on  broad-based  groups  or  indices  of  any 
securities,  as  well  as  options  on  any  such  futures 
contracts.  SEC  Release  No.  829,  CFTC  Release  No. 
88382  (Feb.  1 ,  1982).  Subsequently,  Congress  adopt¬ 
ed  legislation  which  essentially  codified  the  SEC/ 
CFTC  agreement.  See  Pub.  L  No.  97-303  (October 
13,  1982)  and  Pub.  L.  No.  97-444  (January  11,  1983). 

The  history  of  this  legislation  clearly  indicates  that  its 
primary  purpose  was  to  resolve  the  existing  jurisdic¬ 
tional  dispute.  See  S.  Rep.  No.  390  and  H.  Rep.  No. 
626,  97th  Cong.,  2d  Sess.  (1982).  It  also  indicates  that 
Congress  was  well  aware  of  the  fact  that  options  are 
used  by  financial  institutions  and  other  investors  to 
hedge  interest  rate  risks.  128  Cong  Rec.  H7476  (daily 
ed.,  September  23,  1982).  The  Senate  debate  explicit¬ 
ly  shows  that  the  amendment  was  not  intended  to 
interfere  with  the  otherwise  permissible  banking  activi¬ 
ties: 

[T]his  change  is  not  intended  to  affect  a  bank’s 
activities  under  the  Glass-Steagall  Act  and  that,  if 
a  bank  is  permitted  to  purchase  and  sell  the 
underlying  security  ***  then  it  would  also  be 
permitted  to  purchase  and  sell  options  on  such 
securities. 

(128  Cong.  Rec.  S131 12-131 13  (daily  ed.,  Oct.  1, 
1982)  (remarks  of  Sen.  D’Amato).) 


Consequently,  I  do  not  believe  that  including  options 
within  the  definition  of  a  "security"  of  the  securities 
laws  indicates  that  options  shoulo  be  regarded  as 
securities  for  the  purpose  of  12  USC  24(7)  The  Glass- 
Steagall  Act  does  not  explicitly  prohibit  options  activi¬ 
ties  by  national  banks,  nor  does  its  legislative  history 
indicate  that  Congress  considered  such  contracts  in 
restricting  national  banks'  securities  activities  Based 
on  the  available  information,  it  does  not  seem  to  me 
that  by  using  options  as  part  of  their  risk  management 
strategy,  national  banks  become  exposed  to  the  kind 
of  speculative  risks  inherent  in  the  investment  banking 
business  that  the  Glass-Steagall  Act  was  designed  to 
prevent.1  Used  in  that  context,  options  do  not  tie  the 
bank's  assets  in  illiquid  investments,  nor  can  these 
strategies  be  described  as  inherently  speculative 
Neither  is  it  obvious  that  the  use  of  options  as  an 
internal  management  tool  could  bring  on  the  bank 
such  promotional  pressures  or  risk  its  reputation  as 
investment  banking  may  do. 

Finally,  I  agree  with  your  conclusion  that  the  purchase 
of  options  by  the  Bank  does  not  amount  to  prohibited 
purchase  of  stock.  Although  options  are  “issued"  by 
the  Options  Clearing  Corporation,  they  cannot  be 
regarded  as  “stock”  of  that  corporation  Neither  are 
the  financial  options  derivatives  of  equity  securities; 
therefore,  they  cannot  even  indirectly  be  construed  to 
represent  an  equity  interest  in  corporate  stock 

In  sum,  I  have  no  objection  to  the  Bank's  proposal  to 
purchase  and  sell  financial  options  pursuant  to  the 
procedures  that  it  has  proposed  to  adopt  and  that  are 
set  forth  in  your  letter. 

Brian  W.  Smith 
Chief  Counsel 

*  *  * 


1  The  D  C.  Circuit  Court  indicated  that,  in  the  absence  of  express 
statutory  language  or  any  explicit  indication  of  congressional  intent 
a  "functional  analysis'  of  the  instrument  in  question  should  be  used 
to  determine  whether  it  comes  within  the  prohibition  of  the  Glass- 
Steagall  Act  A  G  Becker.  Inc  v.  Board  of  Governors  693  F  2d  136 
(D  C  Cir  1982).  The  purpose  of  this  functional  analysis  is  to 
determine  whether  the  transactions  in  question  pose  the  kinds  of 
hazards  that  Congress  intended  to  preclude  by  the  Glass-Steagall 
Act  In  Investment  Company  Institute  v  Camp  401  US  617  634 
(1971)  the  Supreme  Court  found  that  the  Glass-Steagall  Act  was 
designed  to  prevent  banks  from  risking  their  assets  in  illiquid  or 
speculative  securities  or  to  assume  the  type  of  subtle  hazards  that 
are  inherent  in  the  investment  banking  business 
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261 — June  16,  1983 

This  is  in  reference  to  your  letter  and  telephone  call 
concerning  loans  to  an  employee  stock  ownership 
plan  (ESOP) 

As  I  understand  the  facts,  a  national  bank  (bank)  that 
is  wholly  owned  by  a  registered  bank  holding  compa¬ 
ny  (BHC).  has  established  an  ESOP  for  all  its  employ¬ 
ees  and  designated  an  unaffiliated  bank  as  trustee  for 
the  qualified  trust  Under  terms  of  the  trust  instrument, 
the  trustee  will  invest  with  certain  limited  exceptions  in 
securities  of  the  BHC  You  indicate  that  the  arrange¬ 
ment  will  be  a  "leveraged  ESOP  under  which  the 
trustee  will  borrow  funds  to  purchase  the  BHC  stock. 
The  stock  purchased  by  the  trustee  will  be  used  to 
collateralize  the  loans  According  to  your  letter,  the 
loans  will  be  repaid  from  dividends  received  on  the 
BHC  stock  and/or  from  future  contributions  by  the 
bank  to  the  trust 

You  request  an  opinion  on  the  following  questions 

1  Is  the  ESOP  an  affiliate  of  the  national  bank 
within  the  definition  contained  in  12  USC  221  a(b)9 

2  Would  a  loan  from  the  national  bank  to  the 
trustee  for  the  ESOP  be  subject  to  the  provisions 
of  12  USC  371  c? 

3  Would  a  guarantee  by  the  national  bank  of  the 
loan  to  the  trustee  by  an  unaffiliated  institution, 
constitute  an  extension  of  credit  by  the  national 
bank  to  its  affiliate  within  the  contemplation  of  12 
USC  371c? 

I  have  carefully  reviewed  the  submitted  information 
and  reached  the  following  conclusions  First,  an  ESOP 
is  not  an  affiliate  as  defined  in  12  USC  221a  Second, 
although  a  loan  by  the  national  bank  to  the  trustee  in 
and  of  itself  would  not  be  subject  to  12  USC  371c,  the 
funds  transferred  must  be  viewed  as  a  loan  for  pur¬ 
poses  of  the  statute  because  they  are  used  to  pur¬ 
chase  BHC  stock  This  is  because  the  ESOP  serves  as 
a  mere  conduit  through  which  funds  are  made  avail¬ 
able  to  the  BHC  in  exchange  for  the  stock.  Third,  a 
guarantee  by  the  bank  of  a  loan  made  by  an  unaffiliat¬ 
ed  institution  to  the  trustee  is  not  an  extension  of  credit 
for  purposes  of  1 2  USC  371c,  provided  the  transaction 
is  not  intended  to  hide  the  fact  that  the  guarantor  bank 
is  lending  to  the  BHC  Since  this  transaction  arose 
prior  to  enactment  of  the  Garn-St  Germain  Depository 
Institutions  Act  of  1982  (Pub  L  No  97-320.  96  Stat 
1469)  the  discussion  which  follows  assumes  the  prior 
version  of  Section  371c  governs  the  subject  transac- 

Tfe  ESGP  is  both  a  technique  of  corporate  finance 
ar  d  ar'  atfracfi  /e  employee  benefit  program  It  utilizes 


a  qualified  trust  under  Section  401(a)  of  the  Internal 
Revenue  Code  (IRC)  (26  USC  401(a))  to  finance 
corporate  growth  and  transfers  in  ownership  of  corpo¬ 
rate  stock  The  ESOP  also  allows  the  employees  of  a 
bank  or  other  employer  corporation  to  acquire  an 
interest  in  the  company  through  purchases  of  corpo¬ 
rate  stock  See  Employee  Stock  Ownership  Plans 
Problems  &  Potentials  (R  Reicher  ed  1977)  Con¬ 
gress  has  in  recent  years  encouraged  the  use  of  the 
ESOP  financing  technique  under  a  variety  of  statutes, 
most  notably  the  Employee  Retirement  Income  Securi¬ 
ty  Act  of  1974  (ERISA) 

The  term  ESOP  is  often  used  interchangeably  or  in 
conjunction  with  the  phrase  employee  stock  owner¬ 
ship  trust  (ESOT)  because  the  two  usually  go  hand-in- 
hand.  The  "plan"  is  the  document  describing  the 
benefits  to  be  provided  and  the  way  in  which  they  are 
to  be  administered,  while  the  ‘trust"  describes  the 
powers  and  duties  of  the  persons  who  will  administer 
the  funds  used  to  finance  the  plan.  The  plan  and  trust 
may  be  two  separate  documents  or  they  may  be 
consolidated  into  a  single  indenture.  In  any  event,  they 
are  essentially  components  of  a  single  employee 
benefit  arrangement  See  Jeffrey  D  Mamorsky,  Pen¬ 
sion  and  Profit  Sharing  Plans  123  (1977)  (hereinafter 
cited  as  Mamorsky).  Both  an  ESOP  and  ESOT  are 
involved  in  the  facts  you  present.  As  such,  the  terms 
will  be  used  interchangeably  in  this  discussion. 

The  term  ESOP  means— 

a  defined  contribution  plan— 

(A)  which  is  a  stock  bonus  plan  which  is  qualified, 
or  a  stock  bonus  and  a  money  purchase  plan  both 
of  which  are  qualified  under  Section  401(a)  [IRC 
401(a)],  and  which  are  designed  to  invest  primari¬ 
ly  in  qualifying  employer  securities;  and 

(B)  which  is  otherwise  defined  in  regulations 
prescribed  by  the  Secretary  [of  the  Treasury]  A 
plan  shall  not  be  treated  as  an  employee  stock 
ownership  plan  unless  it  meets  the  requirements 
of  Section  409A(h)  [IRC  §  409A(h)]  and.  if  the 
employer  has  a  registration-type  class  of  securi¬ 
ties  (as  defined  in  section  409A(e)(4))  [IRC  § 
409A(e)(4)],  it  meets  the  requirements  of  section 
409A(e)  [IRC  §  409A(e)] 

((Emphasis  supplied.)  IRC  §  4975(e)(7)  (26  USC 
4975(E)(7))  The  term  ESOP  is  also  similarly  de¬ 
fined  in  ERISA  §  407(d)(6)  (29  USC  §  1107 
(d)(6)),) 

A  qualified  plan  generally  supports  a  claim  that  contri¬ 
butions  made  by  an  employer  to  an  ESOP  are  deduct¬ 
ible  for  Federal  income  tax  purposes  in  the  year  made 
It  also  establishes  that  these  contributions  (and  earn 
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ings  and  profits  of  the  trust  under  the  plan)  are  not 
taxable  to  employees  until  paid  out  or  made  available 
to  them.  See  IRC  Sections  401(a),  402,  404,  and  501 
(26  USC  401(a),  402,  404,  and  501)  Under  regula¬ 
tions  issued  by  the  Internal  Revenue  Service  (IRS),  a 
trust  forming  part  of  an  ESOP  in  order  to  constitute  a 
"qualified"  trust  must,  among  other  requirements, 
be — 

.  .  created  or  organized  in  the  United  States  . 
and  it  must  be  maintained  at  all  times  as  a 
domestic  trust  in  the  United  States 
(26  CFR  1 .401-1  (a)(3)(i).) 

In  other  words,  the  trust  has  to  be  recognized  as  a 
valid  trust  under  local  law  in  addition  to  complying  with 
other  statutory  requirements.  See  Rev.  Rul.  69-231, 
C.B.  1969-1,  118;  Rev.  Rul.  57-419,  C.B  1957-2,  264 
States  generally  require  three  basics  for  a  valid  trust  to 
exist:  (1)  property  that  is  the  subject  of  a  trust;  (2)  one 
or  more  trustees  who  can  qualify  under  the  laws  of  the 
state  and  hold  the  property  subject  to  various  duties  to 
deal  with  it  for  the  benefit  of  others;  and  (3)  one  or 
more  beneficiaries  to  whom  a  trustee  owns  equitable 
duties  to  deal  with  the  trust  property  for  the  benefit  of 
such  beneficiaries.  Restatement  (Second)  of  Trusts 
Section  2,  Comments  h-k  (1957);  Mamorsky,  at  123. 

In  order  to  qualify  under  IRC  Section  401(a)  and  its 
implementing  regulations,  a  trust  must  also  be  for  the 
exclusive  benefit  of  employees  or  their  beneficiaries, 
must  not  discriminate  in  favor  of  certain  specified 
classes  of  employees,  must  not  permit  diversion  or 
reversion  of  assets  to  the  employer,  as  well  as  satisfy 
other  conditions.  As  you  know,  the  decision  whether 
the  ESOP  and  ESOT  qualify  under  Section  401(a)  is 
one  for  the  IRS  to  make.  We  offer  no  comment  on  the 
validity  of  the  subject  plan  and  trust  for  purposes  of 
compliance  with  the  Internal  Revenue  Code. 

The  first  question  you  raise  is  whether  an  ESOP  is  an 
affiliate  as  defined  in  12  USC  221  a(b).  The  answer  to 
the  question  will  shed  some  light  on  whether  a  loan  to 
the  trustee  is  subject  to  the  provisions  of  12  USC  371c. 
This  is  because  the  ESOP  and  ESOT,  that  is,  the  plan 
and  the  trust,  are  essentially  components  of  the  same 
arrangement,  a  qualified  stock  bonus  plan.  See  IRC 
Section  4975(e)(7);  ERISA  Section  407(d)(6). 

The  term  “affiliate"  is  defined  in  12  USC  221a  to 
include  "any  corporation,  business  trust,  association 
or  other  similar  organization  .  .  The  statute  does  not, 
however,  elaborate  on  the  meaning  of  the  words 
corporation,  business  trust,  association,  or  other  simi¬ 
lar  organization.  Moreover,  nothing  in  the  sparse  legis¬ 
lative  history  of  the  quoted  language  provides  any 
guidance  as  to  what  meaning  the  Congress  may  have 
intended.  Similarly,  there  is  little  judicial  precedent 
construing  12  USC  221a.  The  only  reported  case 


directly  on  point  of  which  we  are  aware  is  a  Michigan 
Supreme  Court  case,  Peoples  Savings  Bank  v  Stod¬ 
dard,  359  Miqh  297,  102  N.W  2d  111  (1960) 

In  Peoples  Savings  Bank,  a  state  savings  bank  sued 
Michigan  National  Bank  on  conspiracy  and  antitrust 
grounds  to  prevent  the  latter's  employee  profit  sharing 
trust  from  acquiring  the  shares  of  Peoples  Savings 
Bank  and  voting  the  stock  in  favor  of  dissolving  or 
liquidating  the  savings  institution  The  scheme  was  an 
attempt  to  eliminate  the  state  savings  bank  as  a 
competitor  to  one  of  Michigan  National's  branches 
The  Supreme  Court  of  Michigan  enjoined  the  attempt¬ 
ed  liquidation  on  state  antitrust  grounds  and  forced 
the  pension  trust  to  sell  the  stock  of  Peoples  Savings 
Bank  The  Michigan  Supreme  Court  specifically  found 
that  the  proposed  acquisition  was  a  violation  of  the 
Michigan  National  Profit  Sharing  Trust  and  was  an 
ultra  vires  use  of  the  trust  as  an  instrument  of  Michigan 
National  Bank  policy.  Peoples  Savings  Bank,  102  N.W. 
2d  at  791 

Michigan  National  Bank,  as  one  of  its  affirmative 
defenses,  asserted  that  the  trust  was  an  affiliate  of  a 
national  bank  within  the  meaning  of  12  USC  221a  The 
court,  to  the  contrary,  found  that  the  employee  pen¬ 
sion  trust  established  under  Michigan  law  was  not  an 
affiliate;  that  is,  it  was  not  a  corporation,  business  trust, 
association  or  other  similar  organization  as  described 
in  12  USC  221a  In  a  pertinent  part,  the  court  stated 
that — 

.  .  The  Michigan  National  Profit  Sharing  Trust 
agreement  shows  this  [trust]  to  be  organized  as  a 
tax-exempt  employee  pension  trust.  It  is  not  a 
corporation  or  association  Equally,  it  is  not  a 

business  trust  or  other  similar  organization  The 

business  or  Massachusetts  trust  represents  the 
employment  of  the  form  of  a  common-law  trust  for 
the  purpose  of  carrying  on  business  enterprises 
[citations  omitted]  Such  trusts  are  generally  tax¬ 
able  under  the  Internal  Revenue  Code  [citations 
omitted]. 

The  Michigan  National  Profit  Sharing  Trust  agree¬ 
ment  grants  no  power  to  the  trustees  to  engage  in 
business  generally.  And  the  agreement  is  drawn 
specifically  to  take  advantage  of  Federal  tax  ex¬ 
emption  under  the  internal  revenue  code 

We  believe  the  trust  to  be  an  employee  pension 
trust  established  and  specifically  authorized  by 
State  law  [citations  omitted]  While  it  has  been 
designed  to  take  advantage  of  tax  exemption 
under  the  Federal  internal  revenue  code  (Int  Rev 
Code  1954,  §  401 , 26  USC  A  §  401 ),  it  is  neither 
a  national  bank  affiliate  nor  holding  company 
under  12  U  S  C  A  §  221a,  nor  organized  or  char¬ 
tered  under  any  Federal  statute 
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((Emphasis  supplied  )  Peoples  Savings  Bank.  102 
NW  2d  at  792  ) 

The  ESOP  involved  in  facts  you  present  is  very  similar 
in  design  to  the  Michigan  National  Profit  Sharing  Trust. 
Both  trusts  are  qualified  under  IRC  401(a)  and  appear 
to  be  established  to  benefit  employees  of  the  organi¬ 
zations  in  question  As  such,  under  the  rationale  of 
Peoples  Savings  Bank .  it  is  my  opinion  that  the  ESOP 
is  not  an  affiliate  for  purposes  of  12  USC  221a;  that  is, 
it  is  not  a  corporation,  business  trust,  association  or 
other  similar  organization. 

The  difference  between  the  ordinary  trust  required  for 
qualification  of  an  ESOP  on  the  one  hand,  and  a 
corporation,  business  trust  or  association,  or  other 
similar  organization  on  the  other,  is  illustrated  further 
by  reference  to  other  sources.  For  example,  one 
treatise  has  stated  that  "[t]here  is  nothing  about  a  trust 
to  suggest  that  it  is  a  corporation  .  "  See  Fletcher 
Cyc  Corp  Section  23  (Perm.  Ed  1974  &  Cum.  Supp. 
1982)  The  qualified  or  ordinary  trust  involved  in  an 
ESOP  may  also  be  distinguished  from  a  business  trust 
primarily  on  the  ground  that  the  latter  is  concerned 
with  profitmaking  through  the  combination  of  capital 
contributed  by  a  number  of  investors  This  profit 
making  goal  is  the  most  significant  contrast  between 
the  business  trust  and  the  ordinary  trust  in  which  a 
trustee  takes  title  to  property  for  the  purpose  of 
protecting  or  conserving  it  for  the  beneficiaries  (the 
employees  of  the  bank  here)  under  applicable  state 
law  See  Bogert.  The  Law  of  Trust  and  Trustees  247 
(rev  2d  ed  1977)  See  also  Words  and  Phrases. 
Corporation,"  Business  Trusts,"  and  "Association  " 
(Perm  Ed  1965  and  Cum.  Supp  1982)  In  view  of  the 
above,  it  is  my  opinion  that  the  ESOP  is  not  an  affiliate 
as  defined  in  12  USC  221a. 

Your  second  question  is  whether  a  loan  by  the  national 
bank  to  the  trustee  for  the  ESOP  is  subject  to  the 
provisions  of  12  USC  371c  This  question  is  a  restate¬ 
ment  of  your  first  question  Therefore,  as  a  purely 
technical  matter,  it  can  be  argued  that  the  answer  is 
the  same  A  loan  in  and  of  itself  by  a  national  bank  to 
the  trustee  of  an  ESOP  is  not  subject  to  12  USC  371c. 
This  is  because  the  trustee  is  not  an  affiliate  as  defined 
in  12  USC  221a 

However  upon  further  analysis  it  is  apparent  that  a 
loan  to  the  ESOP  is,  in  substance,  a  loan  to  the  BHC 
ect  to  12  USC  371c  The  funds  provided  to  the 
ESOP  by  the  bank  do  not  stay  with  the  ESOP  They  are 
transferred  to  the  BHC  in  exchange  for  BHC  stock 
The  stock  becomes  the  corpus  of  the  ESOT  and  is 
jsed  to  secure  the  loan  from  the  bank  The  BHC  has 
rece  /ed  funds  to  use  as  working  capital  or  for  other 
purposes  The  effect  is  the  same  as  if  funds  were 
provided  directly  to  the  BHC 


"One  of  the  purposes  of  Section  23A  (12  USC  371c) 
[is]  to  limit  loans  or  extensions  of  credit  to  affiliates  of 
member  banks,  and  this  purpose  could  be  easily 
defeated  by  a  purely  technical  interpretation  of  the 
statute  ."  See  Federal  Reserve  Regulatory  Service.  Vo! 

I,  3-1 131  (Relations  with  Affiliates).  To  view  the  bank's 
loan  simply  as  an  extension  of  credit  to  the  trustee 
would  constitute  such  a  purely  technical  interpretation 
and  would  ignore  the  full  reach  of  the  transaction.  In 
reality,  the  loan  provides  funds  to  the  BHC  and  the 
ESOP  is  merely  a  transferor  of  the  funds  Consequent¬ 
ly,  in  my  opinion  the  bank's  loans  to  the  trustee  are 
subject  to  12  USC  371c 

My  conclusion  assumes  that  funds  provided  to  the 
ESOP  to  obtain  BHC  stock  were  used  to  purchase 
authorized  but  unissued  stock  or  stock  held  as  trea¬ 
sury  stock  by  the  BHC.  If  the  ESOP  purchased  the 
BHC  stock  on  the  open  market  or  from  a  shareholder 
who  has  held  such  stock  for  a  considerable  amount  of 
time,  the  conclusion  may  be  different. 

Your  final  question  is  whether  a  guarantee  by  a 
national  bank  of  a  loan  to  the  trustee  by  an  unaffiliated 
institution  constitutes  an  extension  of  credit  by  the 
national  bank  to  the  affiliate  within  the  meaning  of  12 
USC  371c.  I  will  assume  by  affiliate  you  mean  an 
ESOP 

In  answer  to  your  third  question,  it  is  my  opinion  that  a 
guarantee  by  the  employer  national  bank  of  a  loan  to 
the  trustee  made  by  an  unaffiliated  institution  is  not  an 
extension  of  credit  to  the  ESOP  subject  to  12  USC 
371c.  There  are  several  reasons  for  this  conclusion. 
First,  I  have  already  indicated  that  the  trustee  of  the 
ESOP  or  the  ESOP  itself  is  not  an  affiliate  for  purposes 
of  12  USC  371c  Second,  since  the  employer  bank  is 
not  an  affiliate  of  the  third  party  lender  under  the  facts, 
a  loan  by  the  lender  to  the  ESOP  would  not  generally 
be  viewed  as  a  loan  to  the  bank  for  Section  371c 
purposes.  Rather,  the  employer  is  simply  a  guarantor 
of  the  loan. 

I  note,  however,  that  a  loan  to  an  affiliate  could  arise  if 
a  guarantee  of  the  unaff iliated  lender's  loan  by  the 
employer  bank  was  part  of  a  scheme  to  allow  the 
employer  bank's  assets  to  be  used  for  the  benefit  of 
the  holding  company.  Such  a  scheme  might  involve 
the  employer  bank;  (1)  guaranteeing  unusually  large 
loans  to  the  ESOP  to  purchase  BHC  stock  or  (2) 
making  unusually  large  contributions  to  the  ESOP  to 
allow  it  to  repay  the  loans.  In  either  case,  the  funding 
could  be  viewed  as  a  loan  to  the  BHC  for  Section  371c 
purposes  Other  facts  may  also  require  the  same 
conclusion  Facts  which  indicate  that  the  price  of  the 
BHC  stock  purchased  was  unusually  high  in  the 
relation  to  market  or  appraised  value  or  that  the  loan 
was  not  made  on  terms  that  would  normally  result  from 
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arm's  length  negotiations  between  independent  par¬ 
ties  might  be  suggestive  of  such  a  scheme 

Charles  F.  Byrd 
Acting  Director 

Legal  Advisory  Services  Division 

*  *  * 

262— June  27,  1983 

This  is  in  response  to  your  letter  of  October  9,  1982,  to 
the  Regional  Administrator  of  National  Banks  concern¬ 
ing  a  violation  of  12  USC  84  cited  by  National  Bank 
Examiner  Stephen  Donahue  in  his  Report  of  Examina¬ 
tion  of  May  31,  1 982  Your  letter  has  been  referred  to 
me  for  reply.  I  apologize  for  the  delay.  As  you  know, 
this  Office  has  issued  new  regulations  implementing 
the  recently  amended  Section  84.  See  48  Fed.  Reg. 
15844  (April  12,  1983).  The  transaction  at  issue  here 
arose  under  prior  law,  and  my  discussion  will  refer  to 
prior  law  and  regulations.  However,  the  result  will  be 
the  same  under  the  new  law  and  new  regulations. 

The  transaction  discussed  in  the  examination  report 
and  your  letter  concerns  your  bank's  purchase  of 
industrial  development  bonds  (IDBs)  from  ***.  Under 
the  purchase  agreement,  your  bank  purchased  from 
***  a  group  of  IDBs.  Some  were  purchased  in  their 
entirety;  with  others,  your  bank  purchased  only  a 
portion.  The  bond  purchase  agreement  states  the  sale 
is  without  recourse  against  the  selling  bank.  However, 
the  bond  purchase  is  accompanied  by  a  “Bond  Sale 
Option"  agreement  permitting  your  bank  to  require  *** 
to  repurchase  the  bonds.  The  terms  of  the  resale 
option  agreement  permit  your  bank  to  resell  the  bonds 
at  100  percent  of  the  principal  amount  of  the  bonds  at 
the  time  the  option  is  exercised.  The  option  agreement 
expires  on  January  5,  1985,  unless  exercised  sooner. 
The  option  agreement  also  precludes  exercise  of  the 
option  after  a  default  or  event  of  default  on  the  bonds 
involved. 

The  examiner  concluded  that,  because  of  ***'s  agree¬ 
ment  to  repurchase  the  bonds,  the  transaction  consti¬ 
tuted  an  “obligation"  of  ***  to  your  bank  under  12  USC 
84.  Since  the  amount  of  this  obligation  of  ***  was  in 
excess  of  the  limit  on  obligations  of  one  borrower 
under  Section  84,  the  examiner  cited  your  bank  for  the 
violation.  In  your  letter  you  have  disagreed  with  the 
examiner's  conclusion.  You  stress,  first,  the  fact  that,  if 
the  bonds  had  been  bought  directly  from  individual 
customers  of  ***  (presumably  the  issuers  of  the 
bonds),  then  no  violation  would  have  occurred,  since 
each  bond  is  separately  within  your  bank’s  customer 
lending  limit.  Second,  you  state  that  you  could  cancel 
the  written  option  resale  agreement  and  rely  on  a 


verbal  commitment  by  ***  to  repurchase  the  bonds 
without  creating  a  violation  You  also  request  a  legal 
opinion  to  assist  you  in  working  out  a  solution  within 
the  law  to  keep  these  bonds. 

This  Office  has  ruled  that  industrial  development 
bonds  will  be  treated  as  loans  rather  than  investment 
securities,  and  therefore  subject  to  the  lending  limits 
for  loans  prescribed  by  12  USC  84.  when  the  bonds 
are  of  limited  marketability  To  qualify  as  an  investment 
security,  an  IDB  must  be  both  of  investment  quality 
and  marketable  See  12  CFR  1  3(b)  (1983).  There  is  a 
conclusive  presumption  that  an  IDB  does  not  have  an 
active  market  when  the  entire  issue  is  owned  by  one 
holder  or  a  small  group  of  local  holders  SeeOCC  Staff 
Interpretive  Letter  No  182  (March  10.  1981),  reprinted 
in  CCH  Federal  Banking  Law  Reporter  *'  85,263 

From  the  information  available  to  me,  it  appears  the 
IDBs  purchased  by  your  bank  from  ***  are  of  limited 
marketability  and  are  treated  as  loans  under  these 
principles.  As  loans,  their  sale  by  ***  and  purchase  by 
your  bank  are  analyzed  under  the  rules  governing  the 
sale  of.  or  participation  in,  loans.  Since  these  IDBs  are 
treated  as  loans  and  not  investment  securities,  the 
exemption  from  Section  84  for  the  purchase  or  sale  of 
securities  under  an  agreement  to  resell  or  repurchase 
is  not  applicable  See  IR  7.1131,  12  CFR  7  1131 
Interpretive  Ruling  7.1131  exempted  such  sales  and 
purchases  from  the  borrowing  limits  of  former  12  USC 
82  and  the  lending  limits  of  12  USC  84.  But  IR  7.1 131 
applies  only  to  Type  I  investment  securities  as  defined 
in  1 2  CFR  1 .3(c). 

As  a  general  rule,  a  true  sale  of  a  loan,  or  a  participa¬ 
tion  in  a  loan,  does  not  create  a  borrowing  on  the  part 
of  the  selling  bank  or  a  lending  on  the  part  of  the 
purchasing  bank.  However,  in  order  for  the  sale  to 
constitute  a  true  sale,  and  not  a  borrowing-lending 
transaction.  IR  7.1135,  12  CFR  7.1135.  requires  that 
the  parties  share  the  risk  of  loss.  When  this  risk¬ 
sharing  is  not  definitively  present,  the  arrangement 
loses  its  character  as  a  sale  and  becomes  a  borrow¬ 
ing-lending  transaction  An  option  allowing  the  pur¬ 
chaser  to  require  the  seller  to  repurchase  the  IDBs 
upon  demand  may  in  practice  operate  as  a  device  to 
negate  the  required  risk-sharing  The  clause  in  your 
bond  sale  option  agreement  preventing  exercise  of 
the  resale  option  after  a  default  or  event  of  default 
does  not  provide  the  risk-sharing  required  by  the 
ruling  because,  for  example,  it  would  not  prevent 
resale  in  case  of  deterioration  of  the  issuer's  creditwor¬ 
thiness  but  prior  to  actual  default  Pursuant  to  your 
option,  you  could  put  these  loans  back  to  ***  at  your 
choice  Consequently.  ***  has  not  effectively  sold  or 
participated  out  these  loans  The  transaction  is  not  a 
true  sale  or  participation  for  either  ***  or  your  bank 
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Similarly  unaer  another  line  of  reasoning  enunciated 
m  this  Office  s  Interpretive  Rulings,  a  sale  of  a  loan  or 
security  (other  than  a  Type  I  investment  security) 
unaer  a  fixed  repurchase/resale  agreement  (that  is, 
one  that  is  a  definite  commitment  at  the  end  of  a  fixed 
period  and  not  merely  an  option)  is  treated  as  a 
borrowing-lending  transaction  See  IR  7.7519,  12  CFR 
7  7519  See  also  12  CFR  32  103(b)  (48  Fed  Reg 
15858)  (rule  under  amended  Section  84  restating 
current  interpretation)  The  fact  that  the  repurchase/ 
resale  agreement  here  is  at  the  purchaser's  option 
rather  than  for  a  stated  fixed  period  does  not  alter  the 
result  For  the  duration  of  the  option,  the  selling  bank 
has  a  potential  liability  of  "repay,"  as  it  were,  and  the 
purchasing  bank  has  the  corresponding  loan  to  the 
selling  bank. 

For  these  reasons,  in  my  opinion,  the  Bond  Purchase 
Agreement,  together  with  the  Bond  Sale  Option,  con¬ 
stitute  a  borrowing-lending  transaction  between  *** 
and  your  bank  for  the  duration  of  the  option.  The 
lending  limit  of  12  USC  84  therefore  applies  to  the 
transaction  Please  note,  too,  that  a  verbal  buy-back 
agreement  or  even  a  customary  course  of  dealing 
between  the  parties  would  be  treated  the  same  as  a 
written  buy-back  option  or  repurchase  agreement. 

As  you  also  noted,  if  these  IDBs  were  purchased 
directly  by  your  bank  from  the  issuers,  no  violation 
would  have  resulted  since  no  combining  would  have 
been  required  and  each  IDB  separately  is  within  the 
bank's  lending  limit.  Your  statement  is  correct,  but  it 
does  not  alleviate  the  violation  under  consideration 
here,  because  the  loan  cited  as  a  violation  is  the 
lending  transaction  to  ***,  not  the  Individual  obliga¬ 
tions  of  the  IDB  issuers. 

The  bank  may,  after  careful  evaluation,  decide  to 
terminate  the  Bond  Sale  Option,"  in  which  case  the 
violation  will  have  been  corrected.  However,  the  bank 
is  cautioned  to  exercise  prudence  and  to  have  due 
regard  for  safety  and  soundness  considerations 

i  hope  this  has  been  responsive  to  your  inquiry  and  will 
assist  you  in  correcting  the  cited  violation. 

Howard  J  Finkelstein 
Attorney 

Legal  Advisory  Services  Division 

*  *  * 

263-October  13,  1982 

Tr  s  s  in  response  fo  your  letter  of  September  8,  1982, 
n  y/hich  you  request  an  opinion  on  whether  the 


purchase  by  ***  (the  Bank),  of  three  residences  for  its 
employees  would  constitute  a  violation  of  12  USC  29 

You  have  stated  that  the  Bank  proposes  to  organize 
an  operating  subsidiary  to  operate  loan  production 
offices  (LPOs)  for  the  bank  In  addition,  the  subsidiary 
will  purchase  three  townhouses  (two  in  Denver  and 
one  in  Tulsa)  which  it  will  lease  to  its  officers  who  will 
be  transferred  temporarily  from  Dallas  to  work  in  LPOs 
in  those  cities.  The  Bank's  decision  to  purchase  the 
townhouses  was  prompted  by  high  occupancy  rates 
in  rental  housing  in  Denver  and  Tulsa  which  make  it 
impractical  to  attempt  to  locate  satisfactory  rental 
housing  for  officers  with  families  who  are  transferred  to 
those  cities.  In  addition,  the  Bank  will  rotate  officers  at 
the  loan  production  offices  frequently,  and  current 
market  conditions  make  it  highly  unlikely  that  the 
transferred  officers  would  be  able  to  sell  their  homes 
within  a  reasonable  time  or  for  a  reasonable  price 
since  they  expect  to  return  to  Dallas  from  Denver  and 
Tulsa  in  2  years  The  purchase  of  the  three  townhomes 
is  therefore,  in  the  Bank's  opinion,  the  sole  practical 
alternative  available  to  facilitate  the  transfer  of  officers 
to  staff  its  loan  production  offices. 

Section  29  of  Title  12,  United  States  Code,  was 
enacted  to  prevent  speculation  in  real  estate  by  na¬ 
tional  banks.  Pursuant  to  that  provision,  national  banks 
are  permitted  to  purchase,  hold  and  convey  real 
property  for  very  limited  purposes  which  are  specifi¬ 
cally  enumerated  in  the  statute.  One  purpose  enumer¬ 
ated  in  the  statute  is  "such  as  shall  be  necessary  for 
[the  bank's]  accommodation  in  the  transaction  of  its 
business."  Real  estate  subject  to  this  exception  is 
generally  limited  to  that  needed  for  the  bank's  physical 
premises.  None  of  the  other  purposes  provided  in  12 
USC  29  appear  to  be  applicable  to  the  situation  which 
you  have  described. 

In  a  long  line  of  opinions  on  this  subject,  this  Office  has 
consistently  stated  that  the  acquisition  by  a  national 
bank  of  a  residence  for  the  benefit  of  an  employee  is 
violative  of  12  USC  29  An  exception  is  made  where 
the  bank  seeks  to  purchase  a  residence  for  its  foreign 
branch  officer  who  is  living  abroad  in  a  foreign  coun¬ 
try.  Special  purchases  under  these  circumstances  are 
allowed  as  long  as  the  bank's  board  of  directors 
believes  that  such  a  purchase  is  necessary  and  is  the 
most  reasonable  and  prudent  solution  to  the  problem 
Although  generally  such  purchases  have  been  re¬ 
stricted  to  foreign  countries  they  have  also  been 
allowed  in  Alaska  and  Hawaii  when  dictated  by  partic¬ 
ular  factual  circumstances 

In  the  1977  letter  signed  by  H  Joe  Selby,  formerly  the 
First  Deputy  Comptroller  for  Operations,  to  which  you 
referred  in  your  correspondence,  this  Office  raised  no 
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objection  to  a  national  bank's  plan  to  acquire  an 
apartment  in  Los  Angeles,  Calif.,  to  be  used  by  its 
chief  executive  officer  (CEO),  who  resided  in  San 
Francisco.  (1978)  Fed.  Banking  L.  Rep.  (CCH)  H 
85,077.  In  that  instance,  this  Office  relied  on  the 
special  circumstances  of  the  situation  in  reaching  its 
conclusion. 

The  apartment  in  that  particular  case  was  to  be  used 
primarily  for  business  purposes  of  the  bank.  The  bank 
stressed  that  the  presence  of  the  CEO  in  the  southern 
California  area  for  substantial  periods  of  time  and 
operating  from  a  housing  or  residential  base  was  a 
vital  component  of  the  implementation  of  the  bank's 
market  strategy  for  attracting  new  deposits.  Although 
not  stated  in  the  published  letter,  the  bank  in  question 
conducted  a  substantial  portion  of  its  total  business  in 
the  Los  Angeles  area  and,  thus,  the  apartment  provid¬ 
ed  for  the  CEO  was  clearly  for  business  purposes.  You 
will  note  also  that  this  Office  conditioned  its  finding  that 
there  was  no  violation  of  12  USC  29  on  the  allowance 
by  the  Internal  Revenue  Service  (IRS)  of  a  valid 
business  deduction  by  the  bank  for  its  purchase  of  the 
apartment.  Thus  the  Office's  opinion  must  be  limited  to 
the  particular  facts  of  that  situation.  It  was  not  intended 
to  serve  as  precedent  by  which  future  purchases  of 
real  estate  by  national  banks  should  be  governed. 

As  described  in  your  letter,  the  Bank's  purchase  of  the 
three  townhouses  would  be  made  strictly  to  accom¬ 
modate  the  Bank's  employees.  Although,  admittedly 
there  may  be  some  indirect  benefit  to  the  Bank,  the 
premises  will  actually  be  used  solely  for  a  personal 
reason,  to  house  Bank  employees  and  their  families. 
To  my  knowledge,  no  valid  business  deduction  would 
be  allowed  by  IRS  for  the  purchase  of  the  townhouses 
by  the  bank.  The  two  fact  situations  are,  therefore, 
distinguishable. 

Interpretive  Ruling  7.5230  (12  CFR  7.5230)  states  that: 

As  a  legitimate  part  of  a  program  for  the  develop¬ 
ment  and  efficient  utilization  of  bank  personnel,  a 
national  bank  may  purchase  the  residence  of  an 
employee  who  has  been  transferred  to  another 
area,  in  order  to  spare  him  a  loss  in  the  prevailing 
market  The  bank  should  arrange  for  early  divest¬ 
ment  of  title  to  such  property. 

Thus  IR  7.5230  provides  at  least  one  solution  to  the 
Bank's  dilemma.  In  my  opinion,  additional  alternatives, 
(e  g.,  increased  compensation  or  bonuses  or  payment 
of  brokerage  fees  for  employees)  other  than  the  one 
which  you  have  proposed,  are  available  to  the  Bank  in 
finding  a  solution  to  this  problem.  Unfortunately,  cor¬ 
porations  throughout  the  United  States  are  presently 
facing  the  identical  problem  of  relocating  employees 
in  a  depressed  housing  market.  As  with  other  issues 


affecting  the  operation  of  corporate  entites,  resolution 
of  this  problem  is  best  left  to  the  discretion  and 
expertise  of  management  Where  national  banks  are 
concerned,  no  solution  is  provided  by  12  USC  29 

Therefore,  please  be  advised  that,  in  my  opinion,  the 
Bank's  proposal  is  not  consistent  with  the  require¬ 
ments  of  12  USC  29  While  the  Office  has  in  the  past 
granted  exceptions  under  very  limited  circumstances, 
in  my  opinion,  12  USC  29  cannot  be  expanded  to 
authorize  the  Bank’s  proposal 

Peter  Liebesman 

Assistant  Director 

Legal  Advisory  Services  Division 

*  *  * 

264 — August  5,  1983 

This  is  in  response  to  your  letter  dated  April  1 1 ,  1983, 
which  requested  that  this  Office  review  the  proposed 
reorganization  of  ***  (Bank).  At  present,  97.5  percent 
of  Bank  common  stock  outstanding  is  owned  by  a 
single  individual;  following  the  reorganization,  this 
individual  will  own  100  percent  (less  directors'  qualify¬ 
ing  shares)  of  a  bank  holding  company,  which  in  turn 
will  own  all  of  Bank’s  common  stock  The  proposed 
reorganization  will  be  accomplished  through  a  reverse 
stock  split  and  a  cashout  of  minority  shareholders  For 
the  proposed  transaction  to  proceed,  this  Office  must 
authorize  Bank  to  issue  a  new  class  of  preferred  stock 
and  to  reduce  the  par  value  of  Bank  common  stock 
This  Office  has  determined  to  grant  these  approvals, 
with  certain  conditions  as  set  forth  herein 

The  transaction  as  proposed  will  proceed  in  five  steps: 

First,  the  controlling  individual's  97.5  percent  share¬ 
holding  will  be  transferred  to  a  holding  company.  Your 
letter  states  that  the  Federal  Reserve  Board  has  al¬ 
ready  authorized  this  transfer. 

Second,  qualifying  shares  held  by  Bank’s  directors  will 
be  exchanged  for  holding  company  shares  These 
holding  company  shares  may  be  counted  as  directors' 
qualifying  shares  pursuant  to  12  USC  72  and  12  CFR 
7.4210(b)(2). 

Third,  Bank  will  issue  a  new  class  of  convertible 
preferred  stock;  approximately  200,000  shares  with  a 
$5.00  par  value  will  be  issued.  Your  letter  states  that 
the  terms  of  this  stock  issuance,  including  the  condi¬ 
tions  for  conversion  and  the  dividend  rate,  have  not 
yet  been  determined  According  to  12  USC  51a  and 
12  CFR  5  46,  this  issuance  is  subject  to  shareholder 
and  OCC  approval 


53 


Fourth  the  par  value  of  Bank's  common  stock  will  be 
reoucea  to  S  33  per  share,  aecreasing  the  aggregate 
par  value  of  common  shares  outstanding  from 
$1,538,075  00  to  $101,512  95  According  to  the  pro- 
posa  the  difference  between  these  amounts, 
$1  436  562  05,  would  be  transferred  to  the  surplus 
account,  resulting  in  a  total  surplus  of  more  than  $7 
million  This  action  would  decrease  total  capital  to 
$301,512  95  ($101,512  95  in  common  stock  and 
$200,000  in  preferred  stock).  This  proposed  reduction 
in  capital  would  also  be  subject  to  shareholder  and 
OCC  approval,  pursuant  to  12  USC  59  and  12  CFR 
5  46(d) 

Fifth,  subject  to  shareholder  approval,  the  corporation 
would  execute  a  300-for-1  reverse  stock  split  Prior  to 
the  split,  there  will  be  307.61 5  shares  of  $  33  par  value 
common  stock  outstanding;  after  the  split,  there  will  be 
the  equivalent  of  1025,383  shares  of  $99  par  value 
common  outstanding.'  Although  your  letter  does  not 
so  state,  it  appears  that  the  holding  company  will 
control  the  equivalent  of  approximately  1 ,005  of  these 
shares,  the  remainder  wil  be  divided  among  several 
individuals,  each  holding  a  fraction  of  one  full  share. 
Bank  then  proposes  to  eliminate  all  fractional  share¬ 
holdings  by  distributing  cash  in  lieu  thereof  pursuant 
to  12  CFR  7  6040  The  result  of  this  action  will  be  to 
leave  the  holding  company  with  100  percent  of  Bank’s 
common  stock,  and  the  controlling  individual  with  all 
holding  company  shares  except  for  those  held  by 
Bank's  directors  All  other  small  shareholdings  of  Bank 
common  stock  will  be  eliminated. 

OCC  has  determined  to  approve  conditionally  the 
proposed  issuance  of  preferred  stock  Because  the 
issue  will  go  entirely  to  a  single  stockholder  who  will 
control  virtually  all  of  Bank’s  common  stock,  the  con¬ 
version  features  of  the  preferred  stock  are  unlikely  to 
be  of  significant  regulatory  concern  It  will  be  neces¬ 
sary.  however,  for  this  Office  to  review  the  dividend 
and  retirement  features  of  the  preferred  stock  prior  to 
its  issuance 

This  Office  is  requiring  this  review  pursuant  to  its 
stated  policy  of  ensuring  that  national  banks  which 
issue  preferred  stock  have  adequate  capacity  to  sup¬ 
port  the  issuance.  See  12  CFR  5  46(h)(3)  Therefore, 
given  the  information  available,  this  Office  can  ap¬ 
prove  only  in  principle  the  proposed  issuance  of 
preferred  stock 


,e  of  f-ach  share  does  not  at  any  tinne  exceed  $100 
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Turning  to  the  proposed  reduction  in  capital,  this 
Office  has  determined  to  approve  the  proposal,  al¬ 
though  some  modification  will  be  required  A  national 
banking  association  must  obtain  the  approval  of  this 
Office  before  reducing  the  bank's  capital  pursuant  to 
12  USC  59  That  section,  however,  provides  that  a 
bank  may  reduce  its  capital,  "to  any  sum  not  below  the 
amount  required  .  .  to  authorize  the  formation  of 
associations  .  The  proposal  as  presently  struc¬ 
tured  would  reduce  Bank's  capital  to  a  level  below  the 
minimum  amount  required  by  statute.2  Because  Sec¬ 
tion  59  does  not  provide  the  Office  with  discretion  to 
waive  this  provision,  I  conclude  that  the  Office  cannot 
approve  the  proposed  reduction  of  Bank's  capital 
below  the  statutory  minimum. 

This  objection  can  be  overcome  in  at  least  two  ways; 
First,  the  controlling  individual  could  contribute  more 
capital  in  the  form  of  preferred  stock,  so  that  Bank's 
total  capital  would  remain  above  the  statutory  mini¬ 
mum  Second,  Bank  could  reduce  the  par  value  of  its 
stock  without  then  transferring  to  a  surplus  account 
the  approximately  $1.4  million  excess  created.  If  that 
$1.4  million  were  retained  in  a  capital  account,  to  be 
designated  as  "capital  contributed  in  excess  of  par 
or  a  functional  equivalent,  this  Office  concludes  that 
such  action  would  satisfy  the  requirements  of  Sections 
36  and  51  As  an  additional  consideration,  your  pro¬ 
posal  does  not  specify  how  capital  would  be  in- 


2  In  determining  the  amount  of  capital  required  “to  authorize  the 
formation  of  associations,  it  is  necessary  to  make  reference  to  12 
USC  36  and  12  USC  51  Section  51  provides  that  no  national  bank 
shall  be  organized  with  a  capital  of  less  than  $200,000  in  a  city  the 
population  of  which  exceeds  50.000  It  is  our  understanding  that  the 
population  of  ***  (city)  exceeds  50,000,  so  the  smallest  allowable 
capital  for  a  national  bank  located  in  that  city  would  be  $200,000  It 
is  also  our  understanding,  however,  that  Bank  has  four  brick-and- 
mortar  branches  located  in  San  Francisco.  San  Marino.  Newport 
Beach,  and  “Chinatown  The  existence  of  these  branches  in¬ 
creases  the  minimum  amount  of  capital  required,  because  of  the 
requirements  of  12  USC  36(d) 

Section  36(d)  provides  as  follows 

The  aggregate  capital  of  every  national  banking  association 
and  its  branches  shall  at  no  time  be  less  than  the  aggregate 
minimum  required  by  law  for  the  establishment  of  an  equal 
number  of  national  banking  associations  situated  in  the  various 
places  where  such  association  and  its  branches  are  situated 

This  provision  requires  that  Bank  maintain  at  least  the  amount  of 
capital  which  would  be  required  by  Federal  law  for  the  establish¬ 
ment  of  independent  associations  at  each  of  the  five  locations 
occupied  by  Bank  and  its  four  branches  As  noted  above  Section 
51  sets  minimum  capital  requirements  for  the  establishment  of  new 
institutions  that  section  imposes  a  $100  000  minimum  for  most 
locations  with  6  000-50  000  inhabitants  and  $200  000  for  most 
locations  with  more  than  50  000  inhabitants  The  applicable  mini¬ 
mum  capital  for  Bank  depends  on  the  precise  location  of  each  of  the 
branches  but  it  may  be  as  high  as  $900  000  (San  Marino  has  less 
than  50.000  inhabitants  and  may  be  considered  to  be  separate 
from  Los  Angeles  for  these  purposes)  It  appears  therefore  that  the 
proposal  would  reduce  Bank  s  capital  to  a  level  below  the  statutory 
minimum  and  cannot  receive  OCC  approval  in  its  present  form 


creased  to  the  statutory  minimum  following  the  stock 
split;  either  of  the  actions  described  above  would 
eliminate  that  difficulty.  Based  on  the  foregoing,  this 
Office  has  determined  to  approve  the  proposed  re¬ 
duction  in  capital,  provided  that  capital  is  not  reduced 
below  the  statutory  minimum  either  prior  to  the  stock 
split  or  subsequent  thereto. 

This  Office  has  determined  not  to  review  the  adequacy 
of  consideration  offered  to  minority  shareholders  in 
exchange  for  their  shares,  subject  to  the  condition  that 
such  shareholders  are  provided,  prior  to  the  meeting 
of  shareholders  called  to  consider  the  proposed  trans¬ 
action,  sufficient  information  to  make  that  determina¬ 
tion.  See  12  USC  51a  and  59;  12  CFR  5.46;  and  46 
F.R.  6865,  6868  (Jan.  22,  1981).  All  material  aspects  of 
the  transaction  should  be  disclosed.  In  particular, 
minority  shareholders  should  be  advised  of  Bank’s 
purpose  in  conducting  this  stock  split,  the  reasons  for 
the  timing  thereof,  and  the  amount  and  precise  valua¬ 
tion  of  the  consideration  offered.  In  addition  Bank 
should  state  whether  it  reasonably  believes  the  trans¬ 
action  to  be  fair  or  unfair  to  minority  shareholders,  and 
discuss  in  reasonable  detail  the  material  facts  upon 
which  the  stated  belief  is  based.  Bank  should  also 
state  that  it  has  received  an  independent  appraisal  or 
report  relating  to  the  consideration,  or  fairness  of 
consideration,  to  be  offered  to  minority  shareholders, 
the  identity  of  the  person  preparing  the  appraisal  or 
report,  such  person's  qualifications  and  how  he  or  she 
was  selected,  and  any  material  relationship  between 
Bank  and  such  person.  Bank  should  furnish  a  summa¬ 
ry  of  the  appraisal  or  report  including  the  findings  and 
recommendations,  the  basis  for  and  methods  of  arriv¬ 
ing  at  such  findings  and  recommendations,  and  any 
limitation  imposed  by  Bank,  as  well  as  furnish  a 
statement  making  the  appraisal  or  report  available  for 
inspection  and  copying.  OCC  anticipates  that  this 
transaction  will  be  subject  to  applicable  substantive 
and  procedural  constraints  imposed  by  common  law 
fiduciary  duty  considerations  and  the  antifraud  provi¬ 
sions  of  the  federal  securities  laws. 

Brian  W  Smith 
Chief  Counsel 

*  *  * 


265— July  14,  1983 

This  letter  is  in  regard  to  certain  real  estate  activities  of 
the  trust  department  of  ***  (Bank)  In  a  letter  to  you 
dated  April  11,1 980,  John  R  Burt,  Regional  Adminis¬ 
trator,  Tenth  National  Bank  Region,  concluded  that  at 
least  a  portion  of  the  real  estate  activities  carried  on  by 
the  Farm  and  Ranch  Management  Division  of  the  Trust 
Department  (Department)  of  the  Bank,  under  its  “Ap¬ 


pointment  for  Sale  of  Real  Estate  agreement  ex¬ 
ceeds  the  scope  of  those  permitted  under  12  USC 
92a 

Specifically.  Mr  Burt  stated  that  the  Farm  and  Ranch 
Management  Division's  practice  of  locating  land  and 
being  involved  in  negotiations  on  behalf  of  individuals 
who  are  not  clients  of  the  Department  exceeds  the 
Bank's  authority  to  act  as  fiduciary  under  12  USC  92a 
He  also  believed  that  similar  activity  on  behalf  of  Bank 
clients  would  exceed  such  authority  if  the  real  estate 
were  not  managed  or  to  be  managed  by  the  Bank,  or  if 
the  Bank  were  not  serving  as  trustee  or  in  a  similar 
fiduciary  capacity  with  respect  to  that  real  estate.  He 
reasoned  that  the  Bank  would  in  effect  be  operating  a 
real  estate  brokerage  business  for  the  general  public 
In  his  opinion,  a  bank  may  not  undertake  real  estate 
brokerage  activity  except  in  its  capacity  as  trustee, 
executor,  administrator,  guardian  of  estates,  assign¬ 
ee,  receiver  (i.e.,  capacities  enumerated  in  12  USC 
92a),  or  in  a  similar  fiduciary  capacity. 

In  response  to  Mr.  Burt's  letter,  the  Bank  forwarded  to 
us  a  copy  of  a  letter  from  Bank  Counsel  ***,  dated 
April  22,  1980.  Mr  ***  indicated  that  the  Bank's 
activities  with  respect  to  real  estate  sales  transactions 
are  in  general  a  continuation  of  activities  carried  on  by 
***.  a  state-chartered  trust  company,  which  was 
merged  into  the  Bank  in  1962  As  a  state  chartered 
trust  company,  ***  had  carried  on  these  activities 
since  the  late  1920’s  without  challenge 

Mr.  ***  thus  believes  that  the  Bank's  criticized  real 
estate  activity  is  permissible  for  state  banks  and  trust 
companies  in  Nebraska.  He  believes  the  activity  is 
therefore  permissible  to  national  banks  located  in 
Nebraska,  assuming  the  activity  is  in  a  “fiduciary 
capacity”  within  the  meaning  of  12  USC  92a 

In  his  letter,  Mr  ***  cites  Section  8-206(4)  of  the 
Nebraska  Statutes1  which  expressly  authorizes  state 
trust  companies  “to  act  as  attorney-in-fact  or  agent  for 
any  person  or  corporation,  public  or  private  “  He  also 
cites  Section  81-885  04(2)2  which  provides  that  the 
Nebraska  Act  relating  to  licensing  of  real  estate  bro¬ 
kers  and  salesmen  does  not  apply  to  “an  attorney-in- 
fact  acting  under  a  duly  executed  power  of  attorney  to 
convey  real  estate  from  the  owner  or  lessor  ” 

Mr  ***  argues  that  all  the  real  estate  activity  in 
question  performed  pursuant  to  the  Bank's  “Appoint¬ 
ment  for  Sale  of  Real  Estate  agreement  is  performed 
in  a  “fiduciary  capacity"  within  the  meaning  of  12  USC 
92a  While  stating  that  an  ordinary  real  estate  broker- 


1  Neb  Rev  Stat  (1943)  (Reissue  of  Volume  I  1977) 

Neb  Rev  Stat  (1943)  (Reissue  of  Volume  V  1 976' 
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relationship  may  not  give  rise  to  activity  in  a 
fiduciary  capacity  as  contemplated  by  12  USC  92a.  he 
argues  that  where  the  Bank  consummates  a  real 
estate  transaction  under  a  power  of  attorney  (the 
Appointment  for  Sale  of  Real  Estate  agreement)  and 
actually  binds  its  principal,  both  the  authority  and  the 
duty  of  the  Bank  are  significantly  enlarged  beyond  that 
of  a  mere  real  estate  broker  under  a  listing  agreement 
He  argues  that  the  Bank  in  such  an  enlarged  capacity 
would  be  acting  as  a  true  agent  governed  by  Restate¬ 
ment  of  Agency  (Second)  13  (1958)  which  states  "An 
agent  is  a  fiduciary  with  respect  to  matters  within  the 
scope  of  his  agency  ”  He  also  refers  to  Restatement  of 
Agency  (Second)  14B.  Comment  a  (1958)  which 
states  "Agents  and  trustees  are  both  fiduciaries,  and 
there  is  no  antithesis  between  the  relations 

In  his  letter.  Mr  ***  also  disputes  the  statement  in  Mr. 
Burt's  letter  that  agency  activity  performed  by  a  bank 
under  a  power  of  attorney  must  be  consistent  with  a 
bank  s  express  or  incidental  powers  necessary  to 
carry  on  the  business  of  banking  under  12  USC  24(7) 
Rather.  Mr  ***  assumes  such  agency  power  is  de¬ 
rived  from  12  USC  92a. 

We  note  that  12  USC  92a  provides  in  pertinent  part 

(a)  The  Comptroller  of  the  Currency  shall  be 
authorized  and  empowered  to  grant  by  special 
permit  to  national  banks  applying  therefore,  when 
not  in  contravention  of  State  or  local  law.  the  right 
to  act  as  trustee,  executor,  administrator,  registrar 
of  stocks  and  bonds,  guardian  of  estates,  assign¬ 
ee,  receiver,  committee  of  estates  of  lunatics,  or  in 
any  other  fiduciary  capacity  in  which  State  banks, 
trust  companies,  or  other  corporations  which 
come  into  competition  with  national  banks  are 
permitted  to  act  under  the  laws  of  the  State  in 
which  the  national  bank  is  located 

(b)  Whenever  the  laws  of  such  State  authorize  or 
permit  the  exercise  of  any  or  all  of  the  foregoing 
powers  by  State  banks,  trust  companies,  or  other 
corporations  which  compete  with  national  banks, 
the  granting  to  and  the  exercise  of  such  powers 
by  national  banks  shall  not  be  deemed  to  be  in 
contravention  of  State  or  local  law  within  the 
meaning  of  this  section 

The  language  and  legislative  history  to  12  USC  92a 
place  emphasis  upon  competitive  equality  between 
national  banks  with  trust  powers  and  competing  insti¬ 
tutions  in  the  same  state  However,  this  competitive 
equality  principle  only  applies  to  activity  which  is 
fiduciary  within  the  meaning  of  12  USC  92a  The 
defmitior  of  fiduciary  for  12  USC  92a  purposes  is  a 
oef r  non  and  is  not  controlled  by  state  law 
rr  j  f  ar  activity  is  determined  to  be  fiduciary"  within 


the  state  banks,  trust  companies,  and  other  institutions 
which  come  into  competition  with  national  banks  are 
permitted  to  perform  that  activity  If  so,  national  banks 
may  be  permitted  to  perform  that  activity 

The  proposition  that  the  meaning  of  "fiduciary"  for 
purposes  of  12  USC  92a  is  a  question  of  federal,  not 
state,  law  is  supported  by  the  legislative  history  of  that 
statute  That  history  indicates  that  the  principal  reason 
for  the  "other  fiduciary  capacity"  language  and  the 
language  which  made  reference  to  the  powers  of  state 
institutions  was  to  prevent  states  from  discriminating 
against  national  banks  with  respect  to  recognized 
fiduciary  activities  In  other  words,  if  a  state  had  a 
statute  which  purported  to  prohibit  national  banks 
from  exercising  such  fiduciary  powers,  while  allowing 
such  fiduciary  powers  to  be  exercised  by  state  trust 
institutions,  the  prohibition  would  not  be  given  effect. 
But  this  did  not  mean  that  national  banks  were  to  be 
given  all  powers  conferred  on  state  trust  institutions  by 
the  laws  of  the  various  states  creating  them.  Rather, 
the  Federal  Reserve  Board  was  authorized  to  permit 
national  banks  to  exercise  those  fiduciary  powers 
which  it  desired  to  grant  to  them,  whenever  state  law 
granted  similar  powers  to  state  banks,  trust  compa¬ 
nies  and  competing  institutions.  56  Cong  Rec  H 
5576  (1918)  (remarks  of  Rep.  Phelan).3  In  1962  that 
authority  was  transferred  to  the  Comptroller  of  the 
Currency  Pub  L  87-722,  76  Stat.  668  (including 
repeal  of  12  USC  248(k)  and  replacement  thereof  with 
12  USC  92a) 

Thus,  the  definition  of  "fiduciary  capacity"  in  12  USC 
92a  is  a  federal  definition  to  be  determined  by  the 
Comptroller  of  the  Currency,  not  state  law  In  deter¬ 
mining  what  is  a  "fiduciary  capacity"  within  the  mean¬ 
ing  of  12  USC  92a,  the  Comptroller  considers  the 
language  of  the  statute,  applicable  principles  of  statu¬ 
tory  construction,  and  legislative  history 

Nothing  in  the  language  of  12  USC  92a  indicates  that 
operating  a  general  real  estate  brokerage  business  is 
a  fiduciary  capacity  within  the  meaning  of  that  statute. 
The  statute  lists  several  specific  fiduciary  capacities, 
none  of  which  includes  a  general  real  estate  broker, 
followed  by  the  general  phrase  “or  in  any  other 
fiduciary  capacity  ."  In  construing  the  meaning  of 
"any  other  fiduciary  capacity"  the  principle  of  statutory 


3  These  remarks  arose  in  the  context  of  a  discussion  of  H  R  11 283 
a  bill  which  was  sponsored  by  Representative  Phelan  That  bill 
which  was  later  enacted  into  law  on  September  26  1918  amended 
Section  1 1  (k)  of  the  Federal  Reserve  Act  of  1933  12  USC  248(k)  to 
add  the  following  to  the  list  of  fiduciary  powers  which  could  be 
granted  to  national  banks  "guardian  of  estates  assignee  receiver 
committee  of  estates  of  lunatics  or  in  any  other  fiduciary  capacity  in 
which  State  banks  trust  companies,  or  other  corporations  which 
come  into  competition  with  national  banks  are  permitted  to  act 
under  the  laws  of  the  State  in  which  the  national  bank  is  located 


construction,  ejusdem  generis,  is  applicable  Under 
that  principle,  when  general  words  follow  an  enumera¬ 
tion  of  specific  words,  the  general  words  are  not  to  be 
construed  in  their  widest  extent,  but  are  to  be  con¬ 
strued  as  applying  to  persons  or  things  of  the  same 
general  class  as  those  specifically  mentioned  See 
Black's  Law  Dictionary  608  (rev.  4th  Ed  1968).  Al¬ 
though  Bank  counsel  has  demonstrated  that  activities 
undertaken  as  a  general  real  estate  broker  may  argu¬ 
ably  be  characterized  as  “fiduciary”  under  the  Re¬ 
statement  of  Agency  (Second),  this  is  construing 
“fiduciary"  in  its  widest  extent.  The  words  “fiduciary 
capacity"  in  12  USC  92a  should  not  be  read  to  include 
every  activity  that  possesses  fiduciary  overtones  or 
that  is  capable  of  being  structured  in  the  form  of  an 
agency  or  attorney-in-fact  relationship 

A  general  real  estate  broker's  relationship  to  his  client 
is  not  of  the  same  general  class  as  the  relationships 
which  are  specifically  mentioned  in  12  USC  92a.  All  of 
the  fiduciary  capacities  listed  in  12  USC  92a  fall  within 
such  generally  recognized  categories  of  trust  institu¬ 
tion  activities  as  settlement  of  estates,  administration 
of  trusts,  and  performance  of  certain  agency  activities 
(which  our  Office  has  interpreted  to  include  acting  as 
managing  agent).  When  acting  in  such  capacities  with 
respect  to  real  estate,  a  bank  may  perform  some  of  the 
functions  of  a  real  estate  broker.  For  example,  it  may 
sell  property  for  which  it  serves  as  trustee  or  in  any  of 
the  other  fiduciary  capacities  identified  in  12  USC  92a 
As  managing  agent  for  customers  it  may  assist  in 
acquiring  additional  real  property  to  be  managed  for 
those  customers  or  may  assist  in  selling  property 
being  managed  for  those  customers.  However,  a  bank 
acting  as  a  real  estate  broker  for  the  general  public 
would  be  venturing  into  a  separate  and  distinct  line  of 
business,  which  is  usually  subject  to  separate  regula¬ 
tory  requirements  by  the  various  states  This  separate 
line  of  business  would  also  require  higher  levels  of 
expertise  in  such  areas  as  real  estate  advertising, 
promotion,  and  knowledge  of  the  buying  and  selling 
market.  Thus,  I  believe  that  a  general  real  estate 
brokerage  business  is  not  in  the  same  general  class  of 
activities  as  those  specifically  enumerated  in  12  USC 
92a,  and  therefore  is  not  a  “fiduciary  capacity"  within 
the  meaning  of  that  statute 

Serious  policy  questions  would  also  arise  if  the  Comp¬ 
troller  were  to  allow  national  banks  to  act  as  general 
real  estate  brokers.  For  example,  potential  conflicts  of 
interest  or  the  appearance  of  conflicts  of  interest  might 
arise  should  a  bank  make  loans  to  customers  buying 
real  estate  through  the  bank  as  broker  Another  dan¬ 
ger  is  that  the  performance  of  a  bank's  general  real 
estate  brokerage  activities  could  unduly  affect  the 
image  of  the  bank  as  a  whole,  even  though  the  other 
services  of  the  bank  might  have  little  relation  to  such 
activities. 


As  an  additional  note,  I  observe  that  even  if  a  general 
real  estate  business  were  to  constitute  a  fiduciary 
capacity  within  the  meaning  of  12  USC  92a.  the  power 
to  conduct  a  general  real  estate  business  is  not 
automatically  granted  to  national  banks  As  evidenced 
by  the  wording  of  the  statute,  national  banks  may  only 
exercise  such  right  if  authorized  by  the  Comptroller  of 
the  Currency  See.  56  Cong  Rec  5576  (1915)  (re¬ 
marks  of  Rep  Phelan).  It  is  arguable  that  this  authority 
of  the  Comptroller  extends  to  the  types  of  trust  activi¬ 
ties  that  may  be  engaged  in  by  national  banks  as  well 
as  to  the  general  power  of  national  banks  to  engage  in 
trust  activities. 

In  light  of  the  above,  it  is  not  necessary  to  elaborate 
extensively  on  whether  state  banks,  trust  companies 
and  competing  institutions  can  act  as  general  real 
estate  brokers  under  Nebraska  law.  However,  our 
Office  contacted  an  attorney  at  the  Department  of 
Banking  and  Finance,  State  of  Nebraska,  on  this 
question.  He  stated  orally  that  he  was  not  aware  that 
any  such  state  institutions  in  Nebraska  had  obtained 
authorization  to  act  as  general  real  estate  brokers  He 
also  expressed  an  informal  oral  legal  opinion  that 
Sections  8-206(4)  and  81-885.04(2)  of  the  Nebraska 
Statutes  (which  Bank  counsel  cites  as  support  for  the 
permissibility  of  the  real  estate  activity  in  question) 
would  only  allow  such  state  institutions  to  act  as  real 
estate  brokers  for  their  traditional  fiduciary  clients  It 
would  not  allow  them  to  operate  a  general  real  estate 
brokerage  business.  As  we  have  stated  earlier,  the 
Bank’s  performance  of  the  real  estate  activity  ques¬ 
tioned  herein  amounts  to  the  operation  of  a  general 
real  estate  brokerage  business.  Therefore,  even 
though  the  Bank  and  its  predecessor  state-chartered 
trust  company  have  carried  on  such  real  estate  activity 
since  the  late  1920’s  without  challenge,  it  is  question¬ 
able  whether  such  real  estate  activity  is  permissible  for 
state  banks,  trust  companies,  and  competing  institu¬ 
tions  under  Nebraska  law. 

Even  if  such  state  institutions  were  permitted  to  act  as 
general  real  estate  brokers  under  Nebraska  law.  I 
believe  that  national  banks  in  Nebraska  and  else¬ 
where  could  not  act  in  such  a  capacity,  because  that 
would  exceed  the  scope  of  fiduciary  activities  permit¬ 
ted  under  12  USC  92a. 

Richard  V  Fitzgerald 
Deputy  Chief  Counsel  (Policy) 

*  *  * 


266— July  28,  1983 

This  is  in  response  to  your  inquiry  raised  by  letter  of 
May  31,  1983,  and  in  our  meeting  regarding  certain 


57 


proposea  transactions  between  ***  (Bank)  and 
Banks  parent  corporation.  ***  (BHC). 

As  i  unoerstand  it.  BHC  will  provide  credit  to  European 
subsidiaries  of  American  corporations  The  American 
corporations  will  guarantee  the  loans  When  asked. 
Bank  for  a  fee,  will  provide  credit  information  on  the 
American  corporations  to  BHC  and  issue  standby 
letters  of  credit  with  BHC  as  the  beneficiary  and  the 
American  corporations  as  the  account  parties. 

it  is  also  proposed  that  Bank  will  provide  credit  to 
American  subsidiaries  of  European  corporations  The 
European  corporations  will  guarantee  the  loans  When 
asked.  BHC.  for  a  fee.  will  provide  Bank  with  credit 
information  as  to  the  European  corporations  and  issue 
standby  letters  of  credit  with  Bank  as  the  beneficiary 
and  the  European  corporations  as  the  account  parties. 

Even  when  Bank  relies  on  BHC's  credit  information,  it 
will  make  its  own  independent  credit  evaluation 

For  the  reasons,  and  under  the  restrictions,  set  forth 
below.  I  believe  the  proposed  transactions  are  permis¬ 
sible 

A.  Standby  Letters  of  Credit  Issued  by  Bank 

Regarding  the  issuance  by  Bank  of  standby  letters  of 
credit1  on  behalf  of  borrowers,  with  BHC  as  the 
beneficiary,  the  Office  has  considered  the  possible 
applicability  of  12  USC  371c,  governing  transactions 
between  member  banks  and  their  affiliates.  Initially,  it 
should  be  pointed  out  that  Bank  and  BHC  are  affiliates 
within  the  meaning  of  12  USC  371c. ^  Further.  BHC  is 
not  a  bank  with  which  Bank's  transactions  would  be 
excepted  from  12  USC  371  c.3 

Title  12  USC  Section  371  c(b)(7)(E)  provides  that  Sec¬ 
tion  371c  restricts  "the  issurance  of  a  letter  of 
credit,  including  a  standby  letter  of  credit,  on 
behalf  of  an  affiliate 

Consequently,  it  appears  that  Congress  s  specific 
concern  about  standby  letters  of  credit  comes  where 


Of  course  any  letter  of  credit  issued  by  Bank,  must  conform  to  the 
requirements  for  a  etter  of  credit  as  set  out  in  12  CFR  7  7016 
Further  standby  letters  of  credit  are  subject  to  the  lending  limits  of 
12  USC  84  See  12  CFR  32  2(a)  (d) 

Ap  aft  ate  of  a  member  bank  includes  any  company  that  controls 
the  member  bank  12  USC  37 1  c(b)(  1 )( A)  Control  constitutes  direct 
:rj  ownersh  p  control  or  power  to  vote  at  least  25  percent  of 
rhe  /o'  ng  shares  of  the  member  bank  12  USC  37 1  c(b)(3)(A)(i)  As  I 
joder stand  f  BHC  owns  57  percent  of  Bank  National  Corporation 
owns  Ban/  outright  except  for  qualifyng  shares  Conse- 
q  .er  *  /  the  two  appear  to  be  affiliates  under  12  USC  371c 

:  exempt',  transac’  ons  between  affiliated  banks 
hr  p'p  i  par  /  ar  ,fo  o  a'  east  80  percent  of  the  voting  shares  of  the 

, (d)(1)(A)  However  BHC  a  foreign 


the  letter  of  credit  was  issued  with  the  affiliate  as  the 
account  party,  not  where  the  affiliate  was  the  benefi¬ 
ciary 

The  provision  which  causes  greater  concern  is  12 
USC  371  c(a)(2),  which  provides: 

For  the  purpose  of  this  section,  any  transaction  by 
a  member  bank  with  any  person  shall  be  deemed 
to  be  a  transaction  with  an  affiliate  to  the  extent 
that  the  proceeds  of  the  transaction  are  used  for 
the  benefit  of,  or  transferred  to,  that  affiliate 

In  the  situation  presented,  it  is  clear  that,  upon  the 
default  of  the  third  party,  the  proceeds  are  transferred 
to  the  affiliate 

Nevertheless,  it  is  my  opinion  that  the  quoted  provision 
does  not  subject  the  issuance  of  standby  letters  of 
credit  by  Bank  for  the  benefit  of  third  parties  with  BHC 
as  beneficiary  to  the  restrictions  of  Section  371c. 

As  you  know,  that  provision  was  placed  in  12  USC 
371c  for  the  first  time  in  October  1982  as  part  of  the 
Garn-St  Germain  Act  Consequently,  there  is  as  yet  no 
case  law  which  interprets  the  provision.  In  my  opinion, 
however,  the  provision  was  enacted  to  prevent  sham 
transactions,  i.e.,  transactions  devised  in  such  a  way 
as  to  permit  straw  parties  to  borrow  funds  from  a 
member  bank  and  then  transfer  them  to  the  affiliate, 
where  the  ultimate  obligor  is  the  affiliate.  Absent  12 
USC  371  c(a)(2),  such  a  transaction  could  have  es¬ 
caped  the  coverage  of  12  USC  371c 

This  view  is  in  accord  with  prior  interpretations  of  the 
former  12  USC  371c  in  which  the  Office  looked  to  the 
party  responsible  for  repayment  in  determining  wheth¬ 
er  a  transaction  was  covered.  See.  e  g  .  letter  by  Ford 
Barrett  (September  28,  1981 ):  letter  by  Charles  F  Byrd 
(October  5,  1978).  Further,  the  intent  of  12  USC  371c 
appears  to  be  to  prevent  the  inherent  tendency  of 
member  banks  to  relax  their  credit  evaluation  of  affili¬ 
ates  when  called  on  by  the  affiliate  to  extend  credit. 
However,  in  the  present  case,  the  credit  evaluation  to 
be  performed  is  not  that  of  the  affiliate,  but  of  the 
unrelated  third  party  borrower.  Consequently,  be¬ 
cause  a  third  party  is  the  borrower,  the  pressure  to 
reach  a  determination  on  whether  the  borrower  is 
creditworthy  may  be  somewhat  diminished 

Additionally,  it  should  be  pointed  out  that  in  a  some¬ 
what  similar  situation,  i.e  purchase  of  loans  by  a 
member  bank  from  an  affiliate,  the  Federal  Reserve 
Board  has  taken  the  position  that  in  certain  circum¬ 
stances  12  USC  371c  is  not  applicable  The  Board,  in 
12  CFR  250  250,  provides  that  no  loan  or  extension  of 
credit  by  a  member  bank  to  its  affiliate  exists  where  a 
bank  purchases  the  loan  from  the  affiliate  as  long  as 


the  bank's  commitment  to  purchase  the  loan  is  ob¬ 
tained  by  the  affiliate  in  the  context  of  a  proposed 
transaction,  in  anticipation  of  the  affiliate's  commit¬ 
ment  to  make  the  loan,  and  is  based  upon  the  bank’s 
independent  evaluation  of  the  creditworthiness  of  the 
borrower. 

In  my  opinion,  the  same  considerations  are  applicable 
here.  As  long  as  Bank,  applying  its  usual  procedures 
and  standards  for  issuing  a  standby  letter  of  credit, 
makes  the  decision  to  issue  the  letter  prior  to  the 
making  of  the  loan  by  the  affiliate,  and  the  decision  is 
based  on  the  bank's  independent  evaluation.  12  USC 
371c,  in  my  opinion,  is  not  invoked.  To  assure  that 
such  is  the  case,  I  emphasize  that  the  entire  transac¬ 
tion  must  be  conducted  in  an  arm’s  length  manner, 
including  the  setting  of  the  fees,  both  for  the  issuance 
of  the  standby  letter  of  credit  and  the  sale  of  credit 
information  from  Bank  to  BHC 

The  transactions  should  be  closely  monitored  by  Bank 
and  will  be  the  subject  of  review  by  our  examiners. 

I  further  note  that  the  opinion  of  the  Federal  Reserve 
Board  on  this  issue,  as  well  as  the  opinion  of  this 
Office,  may  be  pertinent  because  the  transaction 
involves  a  holding  company  Moreover,  under  12  USC 
371c(e)(1),  the  FRB  has  authority  to  issue  regulations 
and  orders  to  prevent  evasions  of  Section  371c 

B.  Standby  Letters  of  Credit  Issued  by  BHC 

As  to  the  second  part  of  the  proposal,  in  which  BHC 
would,  for  a  fee,  provide  credit  information  and  issue 
standby  letters  of  credit  in  connection  with  certain 
loans  by  Bank  to  American  subsidiaries  of  foreign 
corporations,  the  Office  has  identified  several  con¬ 
cerns. 

12  USC  371c 

With  regard  to  the  sale  of  credit  information  by  BHC  to 
Bank,  in  my  opinion,  the  transactions  would  not  come 
within  the  definition  of  “covered  transaction"  in  Section 
371c(b)(7).  It  is  true  that,  under  Section  371  c(b)(7)(C), 
“a  purchase  of  assets  .  .  .  from  the  affiliate"  is  consid¬ 
ered  a  "covered  transaction."  However,  in  my  opinion, 
the  "purchase  of  assets"  was  not  meant  to  include  the 
purchase  of  information  and  services. 

It  should  be  noted,  however,  that  if  the  services  are 
paid  for  before  rendered,  such  payment  would  be 
considered  an  extension  of  credit  by  the  bank  to  BHC 
and  the  percentage  limitations  and  collateralization 
requirements  of  Section  371c  would  be  triggered 

With  regard  to  the  issuance  of  the  standby  letter  of 
credit  by  BHC  with  Bank  as  beneficiary,  the  provisions 


of  12  USC  371  c(a)(2).  previously  set  forth  should  be 
kept  in  mind  However,  as  I  see  it.  the  only  way  this 
provision  could  be  applicable  is  if  loan  proceeds  were 
used  to  pay  for  the  letter  of  credit  to  be  issued  by  BHC 
In  my  opinion,  this  is  highly  speculative  and.  absent 
some  indication  that  this  transaction  is,  in  reality,  a 
device  to  funnel  money  from  Bank  to  BHC  I  do  not 
believe  that  12  USC  371c  would  be  applicable 

12  USC  60 

Title  12  USC  Section  60  limits  the  amount  of  dividends 
payable  by  a  bank  to  its  shareholders.  The  Office  has 
the  authority  to  look  through  form  to  the  substance  of  a 
transaction  between  a  bank  and  its  holding  company 
and  hold  that  a  purported  payment  for  services  is,  in 
reality,  a  dividend.  In  this  case,  however,  this  ap¬ 
proach  does  not  appear  appropriate  unless  the  fees 
being  paid  by  Bank  to  BHC  do  not  resemble  those  that 
would  be  paid  for  the  same  services  by  an  unrelated 
party. 

In  addition,  if  fees  being  paid  are  unreasonable,  the 
payments  could  be  considered  an  "unsafe  and  un¬ 
sound  banking  practice."  Appropriate  enforcement 
action,  under  12  USC  1818(b),  could  be  brought  to 
bring  the  fees  into  line  with  arm's-length  fees 

This  underscores  the  need  for  the  transactions  be¬ 
tween  BHC  and  Bank,  including  the  establishment  of 
fees,  to  be  undertaken  in  an  arm's-length  manner.4 

Management  Responsibility 

Directors  of  a  national  bank  have  a  responsibility  to 
diligently  administer  all  of  the  bank's  affairs  12  USC 
71,  73.  Since  the  responsibility  of  making  credit  deci¬ 
sions  is  an  essential  one  to  the  bank,  bank  directors 
may  not  delegate  this  decisionmaking  power  to  out¬ 
siders.  Thus,  if,  under  the  proposal,  BHC,  in  providing 
credit  information  to  Bank,  rather  than  Bank,  makes 
the  decision  as  to  whether  to  make  the  loan,  bank 
directors  will  have  failed  to  perform  their  duties  under 
the  law.  This  could  result  in  director  liability  to  share¬ 
holders  for  loan  losses  on  these  loans.  Civil  money 
penalty  actions  might  also  be  appropriate 

Further,  the  combination  of  credit  information  being 
supplied  by  BHC  to  Bank  with  the  standby  letter  of 
credit  issued  by  BHC  with  Bank  as  beneficiary  under¬ 
scores  concerns  about  delegation  of  management 
responsibility  in  violation  of  12  USC  71,  73  Under 
these  circumstances,  there  appears  to  be  a  great 
potential  for  Bank's  directors  to  abdicate  their  man- 
agement  responsibilities  in  making  loans  to  American 


4  Regarding  the  establishment  of  fees.  Banking  Circular  115  (Au 
gust  28,  1978)  should  be  consulted 
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subsidiaries  of  foreign  corporations  Again,  it  should 

be  emphasized  that  procedures  should  be  adopted  to 
assure  that  the  bank  does  not  yield  any  of  its  manage¬ 
ment  responsibilities  to  BHC  and  that  bank  officers 
conscientiously  review  rhe  tacts  and  opinions  offered 

Brian  W  Smith 

Chief  Counsel 

*  *  * 

267— July  29,  1983 

This  is  in  response  to  your  letter  of  June  13.  1983. 
concerning  the  determination  of  the  index  value  for 
adjustable-rate  mortgage  loans  under  12  CFR  29 

Specifically,  you  explain  that  ***  (Bank)  proposes  to 
offer  ARM  loans  for  which  the  index  would  be  the  T-bill 
auction  rate  for  the  last  issue  date  in  a  given  month 
The  loan  contract  would  state  that  the  interest  rate  is  to 
be  adjusted  beginning  3  months  after  the  first  pay¬ 
ment  due  date  and  every  3  months  thereafter.  Calcula¬ 
tion  of  the  adjusted  interest  rate  would  occur  20  days 
before  that  rate  takes  effect  and  would  be  based  on 
the  T-bill  auction  rate  for  the  last  issue  date  in  the 
month  preceding  the  month  in  which  the  calculation  is 
made  The  Bank  expects  to  notify  the  borrower  of  the 
rate  change  within  a  few  days  after  the  calculation  is 
made  Where  the  calculation  and  borrower  notification 
occur  during  the  same  month,  you  have  no  question 
that  the  Bank  could  comply  with  all  provisions  in  Part 
29  However,  where  the  calculation  occurs  near  the 
end  of  a  month  and  borrower  notification  is  given  early 
in  the  following  month,  you  see  a  potential  problem  for 
the  Bank  in  complying  with  12  CFR  29.4. 

The  first  sentence  in  Section  29  4  reads  as  follows 

Interest  rate  changes  on  an  adjustable-rate  mort¬ 
gage  shall  be  based  on  the  most  recently  avail¬ 
able  index  value  as  of  either  the  date  a  notification 
of  an  impending  interest  rate  change  is  sent  to  a 
borrower  or  the  date  that  an  interest  rate  change 
is  implemented  whichever  is  earlier. 

it  is  your  impression  that  a  literal  interpretation  of  this 
sentence  would  require  the  Bank  to  use  ‘the  most 
recently  available  ^ -bill  auction  rate  as  of  the  date  of 
notification  in  other  words,  the  rate  for  the  month 
preceoing  notification  and  not  the  intended  rate  for  the 
month  preceding  the  date  of  calculation  (i.e  ,  2  months 
preceding  the  date  of  notification) 

Fee*  on  29  4  does  not  operate  in  the  way  you  suggest 

t r  (,  sinter  on.  cited  above  is  intended  to  define  pre- 

',(■  /  /A  cr  /a  je  of  the  chosen  index  the  Bank  must 


use  in  making  interest  rate  adjustments  However,  the 
choice  of  a  permissible  index  is  left  to  the  Bank 
Accordingly,  in  its  ARM  loan  contract  the  Bank  may 
specify  that  an  interest  rate  adjustment  will  become 
effective  on  a  date  certain  (i.e  ,  when  the  first  payment 
due  date  is  January  1 ,  then  adjustments  will  take  effect 
on  April  1,  July  1.  October  1,  etc  );  that  the  date  on 
which  the  adjustment  is  calculated  will  be  20  days 
before  the  effective  date;  and  that  the  index  to  be  used 
will  be  the  T-bill  auction  rate  for  the  last  issue  date  of 
the  month  preceding  the  calculation  date  By  so 
restricting  the  index  used,  the  Bank  can  prevent 
Section  29  4  from  compelling  reference  to  the  T-bill 
auction  rate  in  a  later  month  preceding  borrower 
notification. 

Jerome  Edelstein 
Attorney 

Legal  Advisory  Services  Division 

*  *  * 


268 — August  4,  1983 

This  is  in  response  to  your  firm's  letters  of  July- 
September  1982  to  Regional  Counsel  Joseph  Pogar, 
Jr.  and  the  Legal  Advisory  Services  Division  concern¬ 
ing  the  Bank's  ongoing  “Maximarket"  program,  under 
which  the  Bank  sells  to  retail  customers  small  denomi¬ 
nation  participations  in  acceptances  created  by  other 
banks 

The  Program 

The  Bank,  with  funds  it  has  on  hand  for  use  in  its 
banking  business,  purchases  on  the  open  market  a 
banker's  acceptance  created  by  another  bank  The 
Bank  then  offers  for  sale  to  its  customers  “participa¬ 
tions"  in  the  banker's  acceptance,  in  minimum  denom¬ 
inations  of  $3,000  At  the  time  of  sale,  the  Bank  and  its 
customer  enter  into  a  written  agreement  which  speci¬ 
fies,  inter  alia,  the  face  value,  name  of  accepting  bank, 
and  maturity  date  of  the  acceptance  in  which  the 
customer  purchases  a  partial  interest  The  Bank  fur¬ 
nishes  a  written  confirmation  of  the  sale  of  a  “partici¬ 
pation”  to  the  customer.  The  confirmation  specifies  the 
acceptance  being  participated 

The  Bank  retains  possession  of  the  acceptance,  ap¬ 
parently  as  implied  agent  of  the  customer,  and  the 
customer  is  given  a  Safekeeping  Receipt  describing 
the  acceptance  You  specify  that  the  Safekeeping 
Receipt  acknowledges  that  the  Bank  is  holding  the 
acceptance  for  the  customer 

The  Bank  makes  clear  in  a  disclosure  statement  to  its 
customer  that  the  participation  is  the  irrevocable. 


primary  obligation  of  the  bank  which  created  the 
acceptance  and  not  the  obligation  of  the  Bank  The 
Bank  undertakes  no  obligation  to  pay  its  customer  any 
part  of  the  principal  or  interest  of  the  fractional  portion 
of  the  specific  banker's  acceptance  purchased  by  the 
customer.  The  customer  must  look  solely  to  the  issuing 
bank  for  payment  on  the  maturity  date.  The  Bank 
clearly  discloses  that  the  amount  paid  by  the  customer 
does  not  constitute  a  deposit  of  the  Bank,  is  not 
insured  by  the  FDIC,  and  is  not  guaranteed  in  any  way 
by  the  Bank  The  Bank  also  discloses  that  the  custom¬ 
er’s  participation  is  not  negotiable,  transferable  or 
assignable. 

Your  latest  submission  indicates  that  the  Bank  has 
eliminated  an  "Early  Redemption"  feature  of  its  pro¬ 
gram.  That  feature  raised  questions  regarding  the 
applicability  and  potential  violation  of  Regulation  D  (12 
CFR  Part  204),  Regulation  Q  (12  CFR  Part  217),  and 
12  USC  82  (1976).  I  assume  that  by  now,  all  accep¬ 
tances  in  which  participations  were  sold  subject  to 
early  redemption  have  matured.  Also,  the  borrowing 
limits  of  12  USC  82,  which  the  OCC  generally  applied 
to  repurchase  arrangements  other  than  those  involv¬ 
ing  certain  government  securities,  have  been  re¬ 
pealed.  See  Pub.  L.  No.  97-320,  Section  402  (Oct.  15, 
1982)  I  therefore  offer  no  conclusions  regarding  the 
applicability  of  Reg  D,  Reg  Q,  or  12  USC  82  to  the 
quondam  "Early  Redemption"  feature  of  the  Bank's 
program,  nor  do  I  discuss  the  applicability  of  12  USC 
82  to  any  other  aspects  of  the  program.  Also,  I  will  not 
address  the  federal  securities  law  issues  raised  by  the 
use  of  the  early  redemption  feature  in  connection  with 
the  Bank's  sales  of  participations  in  bankers'  accep¬ 
tances. 

Regulations  D  and  Q 

In  1980,  the  Comptroller’s  Law  Department  deter¬ 
mined  that  Reg  D  and  Reg  Q  applied  to  a  plan  by 
which  an  accepting  bank  sold  "portions  of  its  interest 
as  holder"  of  its  eligible  acceptances  to  retail  custom¬ 
ers,  in  minimum  denominations  of  $1,000.  See  Letter 
of  J.  M.  Miller,  Deputy  Chief  Counsel,  to  ***,  General 
Counsel.  ***  (May  13,  1980),  reprinted  in  [1981-1982] 
Fed.  Banking  L.  Rep.  (CCH)  H  85,227.  The  Board  of 
Governors  of  the  Federal  Reserve  System  subse¬ 
quently  reached  the  same  conclusion.  See  Letter  of 
G.  L.  Garwood,  Deputy  Secretary,  to  ***  (June  18, 
1980),  reprinted  in  [1980-1981]  Fed  Banking  L  Rep 
(CCH)  *  98,316  In  that  letter,  Mr.  Garwood  stated  that 
in  order  to  qualify  for  an  exception  to  Reg  D,  12  CFR 
204.1(f)(5)  (1980)  (now  codified  at  12  CFR 
204.2(a)(1  )(vii)  (E)  (1983)),  a  member  bank 

is  required  to  sell  the  actual  acceptance.  In  the 
Board's  view,  the  sale  of  a  bank's  interest  in  an 
acceptance  it  holds  would  not  qualify  for  the 


exception,  particularly  since  the  customer  does 
not  obtain  rights  in  the  acceptance  referred  to  in 
the  agreement 

Additionally,  the  Board  regarded  the  bank’s  agree¬ 
ment — obligating  it  to  repay  a  purchaser  a  sum  certain 
at  the  maturity  of  the  acceptance  referred  to  in  the 
agreement — as  precisely  the  type  of  obligation  con¬ 
templated  by  the  term  "promissory  note  or  acknowl¬ 
edgment  of  advance"  used  in  Reg  D  and  Reg  Q  12 
CFR  204.1  (f)  and  217,1  (f)  (1980). 

In  my  opinion,  the  reasoning  set  forth  in  the  Board  s 
1980  opinion  compels  me  to  find  that  a  sale  of  a 
fraction  of  the  Bank's  interest  in  an  eligible  accep¬ 
tance  created  by  another  bank  must  be  regarded  as  a 
"deposit,"  unless  the  Bank  can  establish  that  the 
parties  intended  to  and  have  taken  appropriate  mea¬ 
sures  to  adopt  a  legally  effective  means  of  transferring 
to  the  participant  pro  rata  ownership  rights  in  an 
acceptance  which  the  Bank  owns.  That  is,  it  must  be 
evident  that  the  participation  interest  conveys  both  the 
right  to  demand  payment,  either  personally  or  through 
an  agent,  from  the  accepting  bank  as  primary  and 
unconditional  obligor  on  the  accepted  time  draft,  and 
the  right  to  hold  liable  similarly  the  drawer  of  the  draft 
for  the  pro  rata  amount  of  the  participation  in  the  event 
that  the  accepting  bank  fails  to  pay  for  any  reason.1  As 
seller  of  a  fractional  interest,  the  Bank  would  thus  incur 
no  obligation  to  reimburse  the  participant  in  the  event 
of  default  by  the  accepting  bank  or  the  drawer  of  the 
draft.  Of  course,  as  transferor  the  Bank  would  be  held 
accountable  for  the  warranties  of  transfer  See  UCC  3- 
417. 

In  order  to  satisfy  the  above  requirement,  the  Bank 
should  take  steps  to  ensure  that  the  participation 
agreements  would  constitute  valid  partial  transfers 
under  applicable  state  law  In  my  opinion,  prudence 
dictates  that  there  be  written  documentation  evidenc¬ 
ing  the  Bank's  sale  and  stating  that  (1 )  it  is  the  intent  of 
both  the  Bank  and  the  participant  to  effect  an  immedi¬ 
ate  transfer  of  the  Bank's  rights  in  a  pro  rata  portion  of 
the  particular  acceptance,  (2)  the  Bank  will  maintain 
rights  of  possession  in  the  acceptance,  collect  funds 
due  thereon,  and  pay  over  such  funds  to  the  partici¬ 
pant  solely  as  agent  for  the  participant  in  regard  to  that 
acceptance;  and  (3)  such  transfer  does  not  create  any 
obligation  by  the  Bank  to  repurchase  the  acceptance 


1  Under  UCC  3-413(2)  the  drawer  of  an  accepted  draft  remains 
liable  to  a  holder  of  the  acceptance  if  the  acceptor  defaults  The 
Bank  apparently  would  be  the  holder  of  the  whole  acceptance 
under  UCC  1-201(20),  and  presumably  would  proceed  against  the 
drawer  as  agent  for  the  fractional  participants  in  the  acceptance  in 
the  rare  event  of  a  default  by  the  accepting  bank  These  arrange 
ments,  assuming  they  exist,  are  not  adequately  spelled  out  in  the 
documentation 


61 


or  pav  any  portion  of  it  at  maturity  In  any  event,  the 
Bank  shoula  obtain  counsel's  review  of  such  proce- 
Oures  ana  a  legal  opinion  as  to  whether  such  proce- 
aures  unaer  applicable  state  law,  will  effectively 

transfer  to  purchasers,  pro  rata,  the  legal  rights  pos- 
sessea  by  the  Bank  in  the  acceptances  That  legal 
opinion  should  address,  inter  alia,  any  requirements 
for  notice  to  and  acknowledgment  by  custodians, 
accepting  banks,  or  drawers  under  the  law  applicable 
tc  the  transfers  Counsel  s  opinion  should  state  what 
additional  procedures  or  agreements,  if  any,  are  nec¬ 
essary  to  effectuate  the  transfers  and  these  proce¬ 
dures  dr  agreements  should  be  incorporated  by  the 
Bank  into  its  program.  The  legal  opinion  should  be 
submitted  promptly  to  this  Office,  for  my  attention,  so 
that  this  Office  may  be  apprised  of  the  state  law  under 
which  the  Bank  operates  its  program 

If  the  Bank  follows  the  above  procedures  and  satisfies 
the  above  criteria,  it  is  my  opinion  that  the  reserve 
requirements  of  Reg  D  and  the  interest  rate  limitations 
of  Reg  Q  would  be  inapplicable  These  requirements 
and  limitations  may  apply  at  times  to  accepting  banks 
which  issue  acceptances  as  a  means  of  obtaining 
funds  For  example,  a  bank  which  creates,  purchases, 
and  resells  an  acceptance  not  eligible  for  discounting 
by  Federal  Reserve  Banks  is  subject  to  reserve  re¬ 
quirements  on  the  face  value  of  the  acceptance.  Reg 
D  and  Reg  Q,  however,  do  not  generally  apply  to  a 
bank  which  purchases  acceptances  issued  by  anoth¬ 
er  bank,  whether  to  hold  or  to  resell  without  recourse, 
because  such  a  bank  does  not  incur  any  liability  which 
could  be  characterized  as  a  'deposit"  for  purposes  of 
either  regulation.  See  12  CFR  204.2(a)  and  217.1  If 
such  a  bank  validly  sells  fractional  interests  in  an 
acceptance  created  by  another  bank  rather  than 
selling  the  entire  acceptance  for  its  full  face  value,  this 
should  not  alter  the  result.2  For  legal  and  accounting 
purposes,  such  transfers  should  be  treated  as  any 
other  sale  of  a  bank’s  assets.  Of  course,  the  Bank  may 
seek  an  authoritative  formal  opinion  from  the  Federal 
Reserve  on  the  applicability  of  Reg  D  and  Reg  Q  to  the 
program  The  Comptroller’s  Office  would  regard  such 
an  opinion  as  definitive  for  purposes  of  determining 
compliance  with  those  regulations. 

Glass-Steagall  Act 

There  is  no  dispute  that  a  national  bank's  sale  of  a 
whole  banker's  acceptance,  whether  the  acceptance 


>  Sirr  ar  /  it  s  my  opinion  that  valid  non-recourse  sales  by  an 
accepting  bank  of  fractional  interests  in  acceptances  which  the 
pank  created  and  which  are  eligible  for  discounting  by  Federal 
Reserve  Banks  should  not  be  sublet  to  reserve  requirements  or 
nterest  rate  mitations  See  1 2  CFR  204  2(a)(1)(vii)(E)  and 
7  •  37(d)  Only  A/k  er  the  accepting  bank  in  selling  a  fractional 
•  •  -  -  j(  cept  r  e  r  fact  creates  an  independent 

or,  gaho r  ’o  pa  /  're  p  ,rchaser  prior  to  or  at  maturity  should  Reg  D 
ard  Reg  Q  app  /  See  Letter  of  J  M  Miller  supra 


is  created  by  the  selling  bank  itself  or  by  another 
institution,  is  permissible  under  the  Glass-Steagall  Act 
historically,  banks  have  accepted  drafts  and  sold 
those  bankers'  acceptances  as  a  matter  of  traditional 
banking  practice.  The  express  power  under  12  USC 
24(Seventh)  to  discount  and  negotiate  drafts  and  bills 
of  exchange  squarely  empowers  a  national  bank  to 
buy  and  sell  acceptances  created  by  any  bank  This 
power  enables  an  accepting  bank  to  create,  pur¬ 
chase,  and  sell  to  any  party  an  acceptance  of  any 
denomination  and  enables  a  non-accepting  bank  to 
purchase  an  acceptance  of  any  denomination  for 
resale  to  any  party. 

Included  within  or  incidental  to  the  power  to  buy  and 
sell  large  denomination  bankers'  acceptances,  in  my 
opinion,  is  the  power  to  sell  fractional  interests  in  such 
acceptances,  as  long  as  the  rights  which  are  con¬ 
veyed  are,  at  a  minimum,  equivalent  to  those  provided 
in  the  underlying  documents.  In  this  regard,  national 
banks,  relying  on  their  express  powers  and  on  any 
powers  incidental  thereto,  have  traditionally  engaged 
in  the  sale  of  participations  in  certain  bank  assets  of 
otherwise  large  unit  value.  The  virtually  uninterrupted 
history  of  safety  and  reliability  of  bankers’  accep¬ 
tances  further  buttresses  my  determination  that  the 
sale  of  such  participations  is  a  prudent  banking  prac¬ 
tice  as  well  as  a  permissible  one. 

For  the  purposes  of  the  Glass-Steagall  Act,  which 
generally  prohibits  banks  from  issuing,  underwriting, 
selling,  or  distributing  ‘‘securities,’’  bankers'  accep¬ 
tances,  in  my  opinion,  do  not  constitute  "securities. 
This  is  true  regardless  of  the  face  value  of  an  accep¬ 
tance,  or  the  identity  or  financial  sophistication  of  the 
party  to  whom  a  bank  sells  the  acceptance.3  In  my 
view,  the  same  result  should  obtain  in  the  case  of 
participations  conveying  rights  equivalents  to  those 
arising  from  the  underlying  acceptance  4  However, 
the  sale  of  whole  or  fractional  interests  in  bank  assets 
such  as  bankers’  acceptances  has  not  itself  been  the 
subject  of  judicial  scrutiny  regarding  the  applicability 
of  the  Glass-Steagall  Act,  and  the  Bank  should  be 
aware  of  this  fact. 

Securities  Law  Issues 

Although  the  participations  sold  in  the  Bank  s  program 
are  not  "securities’’  as  that  term  is  used  in  the  Glass- 


3  Of  course  a  bank  selling  a  banker's  acceptance  or  a  participation 
therein  is  sub|ect  to  certain  disclosure  requirements  See  the 
discussion  below  regarding  the  antifraud  provisions  of  the  federal 
securities  laws 

4  See  e  g  .  Letter  of  Paul  M  Homan.  Senior  Deputy  Comptroller 
(April  20  1979)  reprinted  m  Fed  Banking  L  Rep  (CCH)  *  85.167 
(public  sale  of  participations  in  a  pool  of  residential  mortgage  loans 
with  limited  recourse  to  selling  bank  does  not  violate  Glass-Steagall 
Act) 


Steagall  Act.  these  same  participations  may  well  be 
"securities"  under  other  federal  statutes. 

Securities  Act  of  1933.  The  registration  requirements 
of  Section  5  of  the  Securities  Act  of  1933,  15  USC  77e, 
attach  to  the  offer  or  sale  of  a  security,  including 
bankers'  acceptances  and  participations  therein,  ab¬ 
sent  an  exemption  Section  3(a)(2)  of  the  Securities 
Act,  15  USC  77c(a)(2),  exempts  from  the  registration 
requirements  "any  security  issued  or  guaranteed  by 
any  bank."  The  staff  of  the  Securities  &  Exchange 
Commission  (SEC)  previously  has  taken  a  "no-action" 
position  under  Section  3(a)(2)  with  respect  to  the  offer 
and  sale  of  depository  receipts  evidencing  interests  in 
drafts  drawn  on  and  accepted  by  a  bank,  where  the 
bank's  obligation  to  pay  purchasers  arose  solely  from 
its  status  as  acceptor.  See  Letter  of  J  Heneghan  to 
***  (avail.  July  4,  1972).  But  cf.  Letter  of  A.  Rosenblat 
to  ***  (avail.  Dec.  22,  1974)  (participations  in  a 
banker's  acceptance  are  independently  subject  to 
registration  requirements,  absent  an  exemption).  In 
the  Bank's  program,  of  course,  the  Bank  is  not  liable 
as  an  acceptor.  Nevertheless,  the  participations  sold 
in  the  program  may  qualify  as  securities  issued  or 
guaranteed  by  a  bank  under  the  Section  3(a)(2) 
exemption. 

The  registration  provisions  of  the  1933  Act  carry  strict 
liability,  and  any  loss  suffered  by  customers  will  be  a 
liability  of  the  Bank,  regardless  of  fraud,  if  the  securi¬ 
ties  should  have  been  registered.  To  resolve  the 
question  of  the  availability  of  the  Section  3(a)(2)  ex¬ 

emption  from  registration,  the  Bank  must  obtain  either 
a  "no-action"  letter  from  the  SEC  or,  at  a  minimum,  an 
opinion  of  counsel  that  such  exemption  is  available. 

Investment  Company  Act.  The  registration  require¬ 
ments  of  Section  7  of  the  Investment  Company  Act  of 
1940,  15  USC  80a-7,  would  attach  if  the  Bank  is 
operating  an  investment  company  under  its  Maximar¬ 
ket  program.  Although  a  bank  is  generally  excluded 
from  the  definition  of  "investment  company"  by  Sec¬ 
tion  3(c)(3)  of  the  Act,  15  USC  80a-3(c)(3),  a  bank 
may,  under  certain  circumstances  create  an  invest¬ 
ment  company  subject  to  regulation  under  the  Act. 
See  Prudential  Insurance  Company  of  America  v. 
SEC.  326  F.2d  382  (3d  Cir ),  cert,  denied.  377  U  S. 
953  (1964).  Another  exclusion  set  forth  in  Section 
3(c)(5)(A),  15  USC  80a-3(c)(5)(A),  applies  to  any 
person  engaged  primarily  in  the  business  of  purchas¬ 
ing  or  otherwise  acquiring  notes,  drafts,  acceptances, 
open  accounts  receivable,  and  other  obligations  rep¬ 
resenting  part  or  all  of  the  sales  price  of  merchandise, 
insurance  and  services.  The  staff  of  the  SEC,  which 
enforces  the  Investment  Company  Act,  previously  has 
taken  a  "no-action"  position  under  one  or  both  of  these 


sections  of  the  Investment  Company  Act  with  respect 
to  sales  of  participations  in  bankers  acceptances 
See  [1980  Transfer  Binder]  Fed  Sec  L  Rep  (CCH)  * 
76,412;  [1974-75  Transfer  Binder]  Fed  Sec  L  Rep 
(CCH)  If  80,106  It  appears,  therefore,  that  the  Bank's 
program  does  not  result  in  the  creation  of  an  invest¬ 
ment  company  subject  to  the  provisions  of  the  1940 
Act. 

Antifraud  provisions.  The  antifraud  provisions  of  the 
federal  securities  laws  apply  to  any  sale  of  securities 
See  15  USC  77(/)(b),  77q,  78j(b).  The  definition  of 
"security"  in  Section  3(a)(1 0)  of  the  Securities  Ex¬ 
change  Act  of  1934  provides  that 

unless  the  context  otherwise  requires  .  .  [t]he 
term  "security"  means  any  note,  .  .  .  bond,  deben¬ 
ture,  certificate  of  interest  or  participation  in  any 
profit-sharing  agreement  .  .  .,  transferable  share, 
investment  contract,  certificate  of  deposit,  for  a 
security,  or  in  general,  any  instrument  commonly 
known  as  a  "security";  ...  but  shall  not  include 
currency  or  any  note,  draft,  bill  of  exchange,  or 
bankers'  acceptance  which  has  a  maturity  at  the 
time  of  issuance  of  not  exceeding  nine  months, 
exclusive  of  days  of  grace,  or  any  renewal  thereof 
the  maturity  of  which  is  likewise  limited. 

(15  USC  78c(a)(10).) 

It  has  not  been  conclusively  established  that  a  partici¬ 
pation  in  a  banker's  acceptance  is  excluded  from  the 
1934  Act  definition  of  "security."  It  is  possible  that 
such  participations  are  exempt  from  the  antifraud 
provisions  in  the  1934  Act  to  the  same  extent  that  the 
underlying  banker’s  acceptance  is  Nevertheless,  as 
noted  above,  such  participations  do  appear  to  be 
"securities"  within  the  definition  of  that  term  in  the 
1933  Act.  See  15  USC  77b(1 ).  Therefore,  although  the 
Bank  might  qualify  for  an  exemption  to  the  1933  Act 
registration  requirements,  the  Bank  remains  subject  to 
the  antifraud  provisions  of  that  Act.  See  15  USC  77q 

In  order  to  avoid  potential  liability  under  the  antifraud 
provisions  of  the  1933  Act,  and  the  1934  Act,  if 
applicable,  and  as  a  matter  of  safe  and  sound  banking 
practice,  the  Bank  should  fully  disclose  all  material 
information  regarding  the  particular  acceptances  sub¬ 
ject  to  fractional  participations  and  the  participations 
themselves.  These  disclosures  should  include,  at  a 
minimum:  (1)  the  fact  that  the  participation  being  sold 
is  an  interest  in  a  banker's  acceptance;  (2)  the  terms 
of  the  transaction  (i,e ,  trade  date,  settlement  date, 
yield,  and  dollar  price);  (3)  a  description  of  the  bank¬ 
er’s  acceptance  underlying  the  transaction  {re.,  mar¬ 
ket  value,  face  amount,  name  of  the  issuing  bank,  and 
maturity),  with  a  statement  regarding  the  eligibility  of 
the  banker's  acceptance  for  discount  with  Federal 
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Reserve  Banks",  (4)  appropriate  background  informa¬ 
tion  regarding  the  accepting  bank  and  its  financial 
condition  (5)  the  fact  that  the  customer  will  have  the 
right  to  proceed  against  the  drawer  of  the  underlying 
draft.  (6)  the  fact  that  the  instruments  are  not  deposits 
and  are  not  insured  by  the  FDIC.  (7)  an  explanation  of 
the  meaning  of  the  term  "non-negotiable";  and  (8)  any 
other  material  information  concerning  the  transaction. 
In  addition  to  providing  information  on  the  financial 
condition  of  the  accepting  bank  (item  (4)  above),  the 
Bank  may  in  some  circumstances  have  to  provide  the 
same  type  of  information  on  the  drawer 

The  Bank  should  consult  securities  counsel  concern¬ 
ing  the  application  of  the  antifraud  provisions  of  the 
federal  securities  laws  and  the  precise  nature  of 
disclosure  to  be  made  in  connection  with  the  offer  and 
sale  of  participations  in  bankers'  acceptances. 

Summary 

The  sale  of  participations  in  small  denominations  in 
acceptances  created  by  another  bank  is  a  deposit 
subject  to  the  reserve  requirements  of  Regulation  D 
unless  pro  rata  ownership  rights  to  the  acceptance 
have  been  effectively  transferred  to  the  purchaser. 
The  Bank  must  obtain  a  formal  opinion  of  counsel  that 
this  transfer  of  rights  is  effectively  accomplished  by 
the  Bank's  procedures  and  documentation. 

The  Comptroller’s  Office  believes  the  Bank's  program 
is  permissible  under  the  Glass-Steagall  Act. 

The  Bank  must  obtain  either  a  “no-action”  letter  from 
the  SEC  or  an  opinion  of  counsel  on  the  availability  of 
an  exemption  from  the  registration  requirements  of  the 
Securities  Act  of  1 933 

The  Bank  must  consult  securities  counsel  regarding 
the  disclosure  of  material  information  to  purchasers, 
including  information  relating  to  the  financial  condition 
of  the  accepting  bank. 

Brian  W  Smith 
Chief  Counsel 

*  *  * 


Although  the  Bank  s  program  involves  sales  of  nontransferabie 
participations  to  retai  customers  disclosure  of  the  Federal  Reserve 
discount  eligibility  of  the  underlying  acceptances  would  provide 
customers  a  degree  of  confidence  in  the  nature  of  the 
transactions  which  precipitated  issuance  of  the  acceptances  In  a 
program  involving  sales  of  transferable  participation  interests  on 
're  of  he"  rand  the  discount  eiigib  ty  (or  lack  thereof)  of  both  the 
jrden  /  ng  acceptance  and  the  participation  interest  transferred 
wo  .  d  be  mafer  a;  ^formation  concerning  a  sale 


269— August  8,  1983 

This  is  in  response  to  your  letter  of  March  3.  1983.  to 
Mr  Fred  Finke,  Analyst.  Bank  Organization  and  Struc¬ 
ture  Division,  which  has  been  referred  to  me  for 
response  Your  inquiry  concerns  the  capitalization 
requirements  for  new  national  banks.  In  particular  you 
ask  whether  a  portion  of  the  capital  may  be  provided 
by  the  contribution  of  real  property  to  be  used  as  the 
new  bank's  banking  premises 

The  transaction  you  describe  in  your  letter  is  as 
follows.  An  existing  one-bank  holding  company  plans 
to  expand  by  applying  for  a  de  novo  national  bank 
The  site  being  considered  for  the  bank  is  within  an 
area  that  has  been  designated  as  eligible  for  industrial 
revenue  bond  (IRB)  funds  by  the  local  municipality  To 
take  advantage  of  the  lower  interest  rates  available 
through  the  use  of  IRBs,  the  holding  company  wishes 
to  raise  funds  through  IRBs  and  use  the  funds  either  to 
buy  the  land  for  the  bank's  premises  or  to  buy  the  land 
and  build  the  building  for  the  bank's  premises.  In 
either  case,  the  holding  company  then  wishes  to 
contribute  the  real  property  to  the  proposed  national 
bank  as  a  part  of  its  initial  capitalization.  The  balance 
of  the  capitalization  would  be  in  cash  For  purposes  of 
your  inquiry,  we  are  to  assume  the  total  proposed 
capitalization  of  the  bank  would  be  $1,500,000;  the 
value  of  the  land  is  $200,000;  and  the  value  of  the  land 
and  building  together  would  be  $600,000. 

In  telephone  conversations  with  Mr  Richard  H.  Cleva. 
an  attorney  with  this  Office,  you  further  clarified  the 
terms  of  the  transaction  The  holding  company's  pro¬ 
posal  is  still  in  its  planning  stage;  definite  arrange¬ 
ments  for  the  IRBs,  for  example,  have  not  yet  been 
made  For  purposes  of  your  inquiry,  you  stated  we 
should  assume  the  real  property  would  be  transferred 
to  the  bank  without  any  liens  or  encumbrances  at¬ 
tached  You  further  stated  we  should  also  assume  that 
the  bank  would  not  in  any  way  become  liable  on  the 
holding  company's  IRBs.  You  indicated  that  repay¬ 
ment  of  the  bonds  would  be  made  from  the  holding 
company's  other  revenues,  since  it  was  recognized 
that  in  the  new  bank’s  initial  years  of  operation  it  would 
be  most  unlikely  to  be  able  to  make  dividend  pay¬ 
ments  to  its  parent  holding  company  You  also  stated 
that  the  purchasers  of  the  IRBs  would  not  be  affiliates 
of,  or  otherwise  related  to,  the  holding  company  or  the 
proposed  bank 

In  view  of  these  assumptions,  your  inquiry  is  a  basic 
one  whether  real  property  may  be  contributed  by 
organizers  or  subscribers  of  a  new  national  bank  as  a 
part  of  the  bank's  initial  capitalization  Issues  that 
might  be  raised  by  the  involvement  of  IRBs  or  a 
holding  company  will  not  be  dealt  with  here  I  con- 


elude  that  real  property  which  is  to  be  used  for  the 
bank's  premises  may  be  contributed  as  a  part  of  the 
bank's  capitalization,  subject  to  certain  legal  and 
supervisory  limitations  which  are  set  out  below. 

The  National  Bank  Act  does  not  directly  address  the 
question  raised  in  your  letter.  The  only  statutory  re¬ 
quirement  for  initial  capital  and  surplus  is,  with  excep¬ 
tions  not  here  relevant,  that  no  national  bank  “shall  be 
organized  .  .  .  with  a  capital  of  less  than  $200,000,’’ 
and  that  no  national  bank  may  commence  business 
until  it  has  a  paid-in  surplus  of  20  percent  of  its  capital 
12  USC  51 .  As  you  know,  under  its  general  superviso¬ 
ry  and  chartering  authority  to  promote  safety  and 
soundness  in  the  banking  system,  the  Comptroller’s 
Office  has  long  required  significantly  higher  capital 
levels  than  these  nineteenth-century  statutory  mini- 
mums.  Current  regulations  state  that  initial  capital  and 
surplus  should  normally  be  in  excess  of  $1,000,000. 
See  12  CFR  5.20(c)(3)(iii)  (1983).  There  is  also  a 
statutory  requirement  that  all  of  the  bank's  capital 
stock  “shall  be  paid  in  before  it  shall  be  authorized  to 
commence  business."  12  USC  53.  However,  these 
statutes  and  regulations  do  not  directly  address 
whether  there  are  restrictions  upon  what  form  of 
consideration  may  be  given  in  exchange  for  the  stock 
issued  by  the  bank. 

In  the  absence  of  statutory  or  regulatory  provisions  or 
court  decisions  on  point,  it  is  necessary  to  draw  upon 
general  principles  of  corporate  law  to  interpret  the 
capitalization  requirements  of  Section  51  and  related 
sections  on  capital,  subject,  of  course,  to  any  limita¬ 
tions  which  may  be  imposed  by  other  laws  governing 
national  banks.  Under  modern  corporate  law,  “the 
consideration  for  the  issuance  of  shares  may  be  paid, 
in  whole  or  in  part,  in  money,  in  other  property, 
tangible  or  intangible,  or  in  labor  or  services  actually 
performed  for  the  corporation.’’  Model  Business  Cor¬ 
poration  Act  Section  19.  See  also  Model  Bus.  Corp 
Act  Ann.  2d  Section  19  H  3  (commentary  surveying 
similar  state  statutory  provisions). 

The  value  of  any  non-monetary  consideration  must  be 
properly  determined.  Accordingly,  I  would  conclude 
that  a  national  bank,  like  any  corporation,  may  issue 
common  stock  in  exchange  for  real  property.  Since 
“capital,"  as  that  term  is  used  in  Section  51  and  other 
statutes,  means  common  stock  and  preferred  stock, 
see  12  USC  51c,  it  follows  that  property — when  given 
for  common  stock — may  be  considered  a  part  of 
capital. 

However,  unlike  most  corporations,  a  national  bank's 
power  to  own  real  estate  is  limited.  See  12  USC  29, 
371  d.  Therefore,  its  power  to  accept  property  for 
issuance  of  stock  as  part  of  its  capital  is  similarly 


limited  Under  1 2  USC  29.  a  bank  may  own  real  estate 
inter  alia,  for  use  as  its  banking  premises  In  the 
proposal  you  have  described,  the  land  and  building  to 
be  purchased  with  the  IRB  proceeds  and  given  to  the 
bank  for  stock  are  to  serve  as  the  proposed  bank's 
premises.  I  believe  this  restriction  on  the  type  of 
property  which  may  be  given  in  exchange  for  stock  is 
required  by  Section  29  This  restriction  has  other  more 
specific  ramifications.  The  property  in  question  should 
be  of  the  sort  the  bank  would  otherwise  be  authorized 
to  buy  for  its  banking  premises  It  should  not  be  more 
excessive  than  the  bank  needs  The  bank  must  intend 
to  continue  to  use  the  property  for  banking  premises 
and  not  to  resell  the  property 

There  are  also  statutory  limitations  on  the  percentage 
of  its  capital  a  bank  may  invest  in  bank  premises 
Under  12  USC  37 1  d ,  a  national  bank  may  not  invest  an 
amount  greater  than  its  capital  stock  in  bank  prem¬ 
ises,  without  approval  of  the  Comptroller  This  provi¬ 
sion  also  acts  as  a  statutory  limitation  on  the  percent¬ 
age  of  a  bank’s  initial  capitalization  which  may  be 
received  in  the  form  of  property  to  be  used  for  bank 
premises.  Under  the  OCC  interpretive  ruling  imple¬ 
menting  Section  371  d,  approval  for  investment  in 
premises  of  an  amount  exceeding  capital  stock  is 
ordinarily  available  only  in  an  amount  up  to  50  percent 
of  capital  stock,  surplus,  and  undivided  profits  See 
I  R  7.3100(e),  12  CFR  7.3100(e)  As  you  know,  it  is 
OCC  policy  and  practice  to  require  the  start-up  capital 
of  a  bank  in  organization  to  be  allocated  evenly 
between  the  common  stock  account  and  the  surplus 
account.  See  Instructions  to  Application  to  Organize  a 
National  Bank  (OCC  Form  CC  7020-02)  at  3  (June 
1981).  Therefore,  under  Section  371  d.  the  amount  in 
the  common  stock  account  will  be  the  maximum  which 
can  be  invested  in  bank  premises  Accordingly,  this 
amount  would  constitute  the  maximum  capital  which 
could  be  received  in  the  form  of  bank  premises 
property.  An  example  using  your  assumed  figures 
would  be  as  follows:  If  $1,500,000  were  the  bank  s 
initial  capitalization,  then  $750,000  would  be  allocated 
to  common  stock  and  $750,000  to  surplus  Then,  as  a 
statutory  maximum,  premises  property  given  for  stock 
could  not  exceed  $750,000  The  balance  of  the  capi¬ 
talization  must  be  in  the  form  of  cash  As  a  supervisory 
matter,  the  Office  might  be  reluctant  to  approve  such  a 
large  initial  investment  in  premises 

The  foregoing  discussion  is  limited  to  direct  statutory 
restrictions  on  the  use  of  property  as  a  part  of  a  bank's 
initial  capitalization.  There  are  also  supervisory  and 
regulatory  considerations  of  which  you  should  be 
aware  First,  although  the  statute  allows  premises 
property  to  be  received  up  to  a  certain  amount  the 
actual  amount,  or  the  need  for  additional  cash  capital, 
in  any  particular  bank  application  may  also  be  gov 
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erned  Dy  supervisory  and  prudential  factors,  to  ensure 

that  the  bank  has  adequate  liquid  capital  for  its 

Second  clearly  the  premises  property  should  be  a 
good  investment  for  the  bank,  well-suited  to  its  needs. 

It  should  not  simply  be  a  piece  of  property  which  a 
holding  company  or  another  bank  organizer  wishes  to 
dispose  of  Moreover,  there  must  be  a  fair  valuation 
and  appraisal  of  the  value  of  the  property  so  that  the 
bank  s  capital  will  be  accurately  stated  In  the  analo¬ 
gous  situation — namely  where  a  bank  in  organization 
plans  to  take  cash  raised  in  its  stock  offering  and 
purchase  premises  property  from  an  organizer1 — the 
bank  must  provide  certain  information  to  the  OCC 
District  Office  concerning  fixed  asset  investment  and 
obtain  approval  of  the  investment  See  Application  to 
Organize  a  National  Bank  (OCC  Form  7020-02)  at  9 
(June  1981).  That  information  includes  the  cost  of  the 
property  to  the  current  owner,  an  independent  ap¬ 
praisal,  and  other  relevant  information  demonstrating 
the  transaction  is  fair,  reasonable,  and  comparable  to 
a  similar  arrangement  between  unrelated  parties.  See 
Whitely  et  al  Banking  Law  (Matthew  Bender)  *'  22.06 
at  22-16  I  believe  similar  considerations  and  supervi¬ 
sory  evaluation  apply  when  the  premises  property  will 
be  given  for  stock. 

Third.  I  assume  the  bank  on  whose  behalf  you  are 
inquiring  will  be  100  percent  owned  by  its  holding 
company,  and  thus  questions  of  stock  offering  disclo¬ 
sures  do  not  arise  Thus,  I  will  not  elaborate  on  those 
issues.  However,  briefly,  if  there  is  a  public  stock 
offering,  the  offering  circular  must  disclose  material 
information  regarding  stock  to  be  issued  in  exchange 
for  premises  property,  just  as  information  about  the 
purchase  of  premises  property  with  proceeds  of  the 
stock  sale  must  be  disclosed  See  12  CFR  16  7  (item 
9)  (1983)  (offering  circular  disclosure  of  material  trans¬ 
actions  between  bank  and  certain  persons) 

l  have  attempted  to  outline  the  basic  legal  require¬ 
ments  relevant  to  your  question.  In  summary,  a  bank  in 
organization  may  issue  stock  in  exchange  for  real 
property,  with  that  stock  serving  as  part  of  its  initial 
capitalization,  provided  that  the  property  is  to  be  used 
for  banking  premises  and  is  in  compliance  with  the 
statutory  limitations  of  12  USC  371  d  The  property 
must  be  fairly  valued  The  further  application  of  super¬ 
visory  considerations  will  depend  upon  the  facts  and 
circumstances  of  each  application  Therefore,  without 
more  detail,  I  cannot  comment  further  on  your  propos¬ 
al  For  determinations  of  whether  a  particular  transac- 

f)  purchase  of  rea  assets  by  a  bank  from  ils  holding  company 

add  nonai  issues  under  12  USC  37 ic  But  when 
or  'r  jtn  )  n  ^./change  for  stock  in  the  bank  s  initial 


tion  will  meet  approval,  you  should  contact  the  District 
Office  for  the  bank  involved  or  the  Bank  Organization 
and  Structure  Division  in  Washington 

My  analysis  and  discussion  is  based  on  the  assump¬ 
tions  outlined  in  your  letter  and  telephone  calls.  If 
matters  should  change  during  the  process  of  the 
development  of  the  holding  company's  plans,  then 
different  legal  considerations  may  be  in  order 

I  hope  this  has  been  responsive  to  your  inquiry.  If  you 
have  further  questions  about  the  legal  issues  involved, 
please  feel  free  to  contact  this  Office. 

Howard  Finkelstem 
Attorney 

Legal  Advisory  Services  Division 

*  *  * 

270— August  15,  1983 

This  is  in  response  to  your  letter  of  August  9,  1982, 
pertaining  to  the  power  of  a  national  bank  to  engage  in 
participation  agreements  with  its  Edge  Act  subsidiary. 
In  the  agreements,  the  bank  undertakes  to  pay  the 
Edge  Act  subsidiary  any  excess  over  the  subsidiary's 
lending  limitations  if  demand  is  made  on  a  guarantee 
issued  by  the  subsidiary  pursuant  to  Regulation  K,  12 
CFR  Part  21 1  Mr  Robert  C.  Satrom,  an  attorney  with 
this  Office,  has  given  you  his  oral  opinion  that  engag¬ 
ing  in  such  participations  would  be  ultra  vires  for 
national  banks  under  existing  law  regarding  bank 
guarantees  of  performance  of  third  parties 

As  you  note  in  your  letter,  the  Board  of  Governors  of 
the  Federal  Reserve  System  (the  Board)  permits  Edge 
Act  Corporations,  Agreement  Corporations,  and  for¬ 
eign  branches  of  national  banks  to  issue  guarantees 
of  customers’  debts  under  various  circumstances. 

In  the  case  of  foreign  branches  of  Federal  Reserve 
member  banks,  such  guarantees  must  be  (1)  consist¬ 
ent  with  the  charter  of  the  foreign  branch;  (2)  ‘‘usual  in 
connection  with  the  business  of  banking'1  in  the  coun¬ 
try  where  the  foreign  branch  transacts  business;  and 
(3)  subject  to  the  member  bank's  lending  limit — 12 
USC  84  in  the  case  of  national  banks — to  the  extent 
that  the  member  bank  is  not  "fully  secured  12  CFR 
21 1  3(b)(1)  (1983)  The  regulations  authorizing  foreign 
branches  to  exercise  this  guarantee  power  were  pro¬ 
mulgated  under  12  USC  604a.  which  imposes  the 
host-country  banking-business  limitation 

In  the  case  of  Edge  Act  and  Agreement  Corporations, 
guarantees  must  be  ( 1 )  consistent  with  sound  banking 
practices,  (2)  related  to  financing  U  S  exports  or 


imports  or  activities  performed  substantially  abroad; 
and  (3)  subject  to  the  lending  limits  applicable  to  Edge 
Act  Corporations,  which  contain  an  exception  for 
cases  in  which  the  Edge  Act  Corporation  is  covered 
by  participation  agreements  from  other  banks.  12  CFR 
21 1  4(e)(4)(vii)  (1983);  12  CFR  211.6(b)(2)  (1983).  As 
you  correctly  note  in  your  letter,  these  restrictions  may 
result  in  somewhat  more  conservative  guarantees 
being  issued  by  Edge  Act  Corporations  than  by  for¬ 
eign  branches  of  national  banks.  On  the  other  hand, 
due  to  more  liberal  laws  in  some  foreign  jurisdictions, 
both  Edge  Act  Corporations  and  foreign  branches  of 
national  banks  have  authority  under  Regulation  K  to 
issue  guarantees  which  a  national  bank  is  legally 
powerless  to  issue  domestically. 

For  purposes  of  analysis,  I  will  differentiate  between 
those  which  could  be  legally  issued  by  a  national  bank 
domestically,  see ,  e  g.,  Barclays  Bank  D.C.O.  v.  Mer¬ 
cantile  Natl  Bank,  481  F  2d  1224  (5th  Cir.  1973),  cert, 
denied,  414  U.S.  1139  (1974)  (standby  letter  of  credit), 
and  (2)  those  which  would  be  ultra  vires  if  issued  by  a 
national  bank  domestically.  See,  e.g .  Bowen  v.  Nee¬ 
dles  Natl  Bank,  94  F.  925  (9th  Cir.  1899)  (check 
guarantee).  But  see  12  CFR  7.7015  (1983).  See  also 
National  Surety  Corp.  v.  Midland  Bank  &  Trust  Co.. 
408  F  Supp  684,  692-693  (D.N.J  1976),  revd  on 
other  grounds,  551  F.2d  21  (3rd  Cir.  1977);  Republic 
Natl  Bank  v.  Northwest  Natl  Bank,  566  S  W.2d  358 
(Tex.  Civ.  App.  1978).  The  latter  type  of  guarantee 
generally  would  include  one  issued  to  support  per¬ 
formance  in  a  transaction  in  which  the  issuing  bank 
lacks  a  substantial  interest.  See  12  CFR  7.7010 
(1983) 

Although  a  national  bank  may  issue  directly  (through  a 
foreign  branch  and  pursuant  to  Regulation  K)  a  guar¬ 
antee  that  would  be  ultra  vires  if  issued  domestically,  it 
is  my  opinion  that  the  authority  specified  by  the  Board 
does  not  authorize  a  national  bank  to  participate 
domestically  in  such  guarantees  when  the  guarantee 
is  originated  by  another  member  bank's  foreign 
branch  pursuant  to  Regulation  K.1  Similarly,  it  is  my 
opinion  that  the  authority  specified  by  the  Board  does 
not  authorize  a  national  bank  to  issue  a  guarantee  to 
support  or  “back  up”  another  guarantee  the  issuance 
of  which  would  be  ultra  vires  for  the  bank  domestically, 
if  such  other  guarantee  is  (1)  a  guarantee  issued 
pursuant  to  12  CFR  21 1 .3(b)(1)  by  a  foreign  branch  of 
another  member  bank,  or  (2)  a  guarantee  issued 
pursuant  to  12  CFR  21 1  4(e)(4)(vn)  by  an  Edge  Act 


1  A  national  bank  may  be  empowered  to  participate  in  such  a 
guarantee  through  its  foreign  branch,  however  it  such  guarantee 
satisfies  the  above-described  requirements  of  Regulation  K  You 
may  wish  to  contact  the  legal  staff  of  the  Board  to  ascertain  whether 
such  participation  by  foreign  branches  in  guarantees  issued  under 
either  12  CFR  21 1  3(b)(1)  or  12  CFR  21 1  4(e)(4)(vn)  is  authorized  by 
12  CFR  211  3(b)(1) 


Corporation  or  Agreement  Corporation  of  another 
member  bank.2 

This  Office  has  specifically  authorized  national  banks 
to  issue  guarantees  to  support  the  obligation  of  their 
respective  foreign  branches,  Edge  Act  Corporations 
and  Agreement  Corporations  See  12  CFR  7  7012 
(1983).  Such  separate  authority  is  necessary  because 
a  national  bank  cannot  create  a  substantial  interest  in 
performance  of  an  underlying  transaction  merely 
through  the  issuance  of  an  intermediate  guarantee  by 
a  subsidiary  or  foreign  branch  of  the  bank 

In  the  permissive  interpretive  ruling  containing  the 
authorization,  the  scope  of  permissible  guarantees  is 
limited  to  guarantees  of  “deposits''  or  “other  liabilities 
of  the  guarantor's  foreign  branch,  Edge  Act  Corpora¬ 
tion  or  Agreement  Corporation.  Id  In  the  past  this 
Office  has  found  such  items  as  bankers'  acceptances, 
capital  notes  and  clearinghouse  obligations  of 
branches  and  subsidiaries  to  be  within  the  scope  of 
the  authorization  It  is  my  opinion,  however,  that  guar¬ 
antees  issued  pursuant  to  12  CFR  21 1  4(e)(4)(vii)  by  a 
national  bank’s  own  Edge  Act  Corporation  or  Agree¬ 
ment  Corporation  do  not  constitute  “liabilities"  for 
purposes  of  12  CFR  7. 7012. 3  Under  this  interpretation, 
a  national  bank  would  lack  authority  to  issue  a  guaran¬ 
tee  to  support  or  “back  up"  another  guarantee  the 
issuance  of  which  would  be  ultra  vires  for  the  bank 
domestically,  if  such  guarantee  is  issued  pursuant  to 
12  CFR  21 1  4(e)(viii)  by  the  bank's  own  Edge  Act 
Corporation  or  Agreement  Corporation.4  Similarly,  it  is 
my  opinion  that  neither  Regulation  K  nor  12  CFR 
7  7012  authorize  a  national  bank  to  participate  domes¬ 
tically  in  a  guarantee  originated  by  its  own  Edge  Act 
Corporation  or  Agreement  Corporation,  if  issuance  of 
such  guarantee  by  the  national  bank  domestically 
would  be  ultra  vires  5 

If,  on  the  other  hand,  a  particular  guarantee  is  within 
the  powers  of  a  national  bank  to  issue  domestically 
(see,  e  g.,  12  CFR  7.7010,  7.7016  (1983)),  a  national 
bank  may  participate  in  the  guarantee  or  issue  a 
“back-up”  guarantee  to  support  the  original  guaran¬ 
tee — regardless  of  the  issue  of  the  original  guarantee 
This  latter  result  does  not  rely  on  12  CFR  7  7012,  but 
rather  on  domestic  case  law  and  other  federal  regula¬ 
tions. 

Charles  F  Byrd 
Acting  Director 

Legal  Advisory  Services  Division 

sfc 

2  A  national  bank  is  empowered  to  issue  such  a  back  up  guarantee 
through  its  foreign  branch,  however,  if  such  back-up  guarantee 
satisfies  the  above-described  requirements  of  Regulation  K 

3  Such  guarantees,  however,  may  constitute  contingent  nab  Fes 
of  the  issuing  entity  for  accounting  purposes 

4  See  note  2  supra 

6  See  note  1  supra 
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Merger  Decisions — July  i  to  September  30, 1983 


I.  Mergers  consummated  involving  two  or  more  operating  banks 

Page  Page 


June  27,  1983:* 

F  &  M  Marquette  National  Bank,  Minneapolis,  Minn 
F  &  M  Bank,  Minneapolis,  Minn 

Merger .  73 

July  1,  1983: 

Avon  Citrus  Bank,  Avon  Park,  Fla 
Sun  Bank/Highlands  County,  National  Association,  Avon 
Park,  Fla 

Merger  .  73 

July  1,  1983: 

Bank  of  Marin.  San  Rafael,  Calif 
Bank  of  Sonoma  County,  Santa  Rosa,  Calif 
Bank  of  Lake  County,  Lakeport,  Calif 
Gold  Country  Bank,  Grass  Valley,  Calif 
Vaca  Valley  Bank,  Vacaville,  Calif 

The  First  National  Bank  of  Mendocino  County,  Ukiah,  Calif 

Merger . 

July  1,  1983 

Bank  One  of  Southeastern  Ohio  National  Association 
Athens,  Ohio 

Bank  One  of  Pomeroy,  N.A  ,  Pomeroy,  Ohio 

Merger . 

July  1,  1983. 

Brenton  National  Bank  of  Des  Moines,  Des  Moines,  Iowa 
Brenton  National  Bank  of  South  Des  Moines.  Des  Moines, 

Iowa 

Merger  .  . 

July  1,  1983: 

Central  Carolina  Bank  and  Trust  Company,  Durham  N  C 
Central  Carolina  Bank  and  Trust  Company.  National  Asso¬ 
ciation  Durham,  N  C 
Merger 
July  1,  1983: 

Citizens  National  Bank  of  Grant  County,  Marion,  Ind 
United  Bank,  Upland,  Ind 
First  Valley  Bank,  Gas  City,  Ind 

Merger . 

July  1,  1983: 

First  National  Bank  of  Florida,  Tampa.  Fla 
First  National  Bank  of  Brooksville,  Brooksville.  Fla 
Merger 
July  1,  1983: 

The  First  National  Bank  of  Morgantown,  Morgantown,  W  Va 
The  Suncrest  National  Bank,  Morgantown,  W  Va 

Merger . 

July  1,  1983. 

Florida  National  Bank,  Jacksonville,  Fla 
Florida  National  Bank  of  Brevard  County  Titusville,  Fla 
Florida  National  Bank  at  Lakeland.  Lakeland,  Fla 
Florida  National  Bank  of  Martin  County,  Stuart,  Fla 
Florida  National  Bank  of  Miami,  Miami,  Fla 
Florida  National  Bank  at  Ocala,  Ocala,  Fla 
The  Florida  National  Bank  at  Orlando,  Orlando,  Fla 
Florida  National  Bank  of  Palm  Beach  County,  West  Palm 
Beach,  Fla 

Florida  National  Bank  at  Pensacola,  Pensacola,  Fla 
Florida  National  Bank  of  Pinellas  County,  St  Petersburg, 

Fla 

Florida  Na'ional  Bank  at  Port  St  Joe,  Port  St  Joe,  Fla 
Florida  National  Bank  at  Vero  Beach,  Vero  Beach,  Fla 
Florida  Bank  at  Fort  Pierce,  Fort  Pierce,  Fla 


*  Notice  of  this  merger  was  received  after  the  deadline  for  Volume  2 
Number  3  of  the  Quarterly  Journal 


Florida  Bank  at  Starke  Starke,  Fla 
Florida  Bank  of  Sumter  County,  Bushnell.  Fla 
Florida  Bank  of  Volusia  County,  Daytona  Beach,  Fla 

Merger .  ......  79 

July  1,  1983: 

Highland  National  Bank  of  Newburgh,  Newburgh,  N  Y 
One  Branch  of  Lincoln  First  Bank,  N  A  ,  Rochester,  N  Y 
Purchase  80 

July  1,  1983 

Highland  National  Bank  of  Newburgh  Newburgh  N  Y 
The  Sullivan  County  National  Bank  of  Liberty,  Liberty,  N  Y, 

The  Rondout  National  Bank,  Kingston,  N  Y 

Merger .  81 

July  1,  1983: 

Peoples  National  Bank,  Versailles  Ohio 
The  First  National  Bank  &  Trust  Company  Troy,  Ohio 

74  Merger  82 

July  1,  1983 

Shawmut  Community  Bank,  N  A  Framingham,  Mass 
The  Peoples  National  Bank  of  Marlborough  Marlborough 
Mass 

75  Merger  83 

July  1.  1983. 

Weirton  National  Bank,  Weirton,  W  Va 

First  Wetzel  National  Bank,  New  Martinsville.  W  Va 

Merger  .  83 

75  July  1,1983: 

Wheeling  National  Bank,  Wheeling,  W  Va 

First  Wetzel  National  Bank,  New  Martinsville,  W  Va 

Merger .  84 

July  8,  1983 

76  Ellis  National  Bank  of  Central  Florida  Tampa  Fla 

Ellis  American  Bank,  Lakeland,  Fla 

Merger .  85 

July  12,  1983: 

Bank  of  Laramie.  Laramie.  Wyo 

77  First  Wyoming  Bank,  National  Association-Laramie 

Laramie,  Wyo 

Merger  85 

July  12,  1983 

78  State  Bank  of  Big  Pmey.  Big  Piney.  Wyo 

First  Wyoming  Bank,  National  Association-Big  Pmey 
Big  Piney,  Wyo 


Merger  .  86 

78  July  15,  1983 

The  First  National  Bank  of  Birmingham,  Birmingham,  Ala 
The  Commercial  National  Bank  of  Anniston,  Anniston  Ala 

Merger  .  87 

July  22.  1983 

The  First  National  Bank  of  Birmingham,  Birmingham  Ala 
Parker  Bank  &  Trust  Company,  Culiman  Ala 

Merger .  87 

July  25.  1983 

Barnett  Bank  of  Tampa.  National  Association  Tampa  Fla 
Great  American  Bank  of  Tampa  Tampa,  Fla 
Consolidation  88 

July  28.  1983 

Bank  of  the  South.  National  Association  Atlanta  Ga 

Trust  Company  of  Columbus.  Columbus,  Ga 

Merger  88 


July  29,  1983 

First  American  Bank-Eastern,  National  Association 
Kingsport,  Tenn 

First  Peoples  Bank  of  Washington  County  Johnson  Civ. 

Tenn 

Purchase.  89 
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Page 


First  National  Bank  of  South  Carolina.  Columbia  S  C 

The  Bank  of  Beaufort  Beaufort  S  C 

Merger 

90 

August  19  1983 

The  First  National  Bank  of  Birmingham  Birmingham  Ala 
The  American  National  Bank  of  Huntsville  Huntsville  Ala 
Merger 

1 1 1 

July  3t 

The  First  National  Bank  in  Little  Rock.  Little  Rock  Ark 
Commercial  National  Bank  of  Little  Rock  Little  Rock  Ark 
Merger 

91 

August  26,  1983 

The  Citizens  and  Southern  National  Bank  of  South 

Carolina,  Charleston,  S  C 

Farmers  and  Merchants  Bank,  Aiken,  S  C 

July  31  1983 

Purchase 

112 

Metro  Bank,  Midland  Tex 

M  d-CiLes  National  Bank,  Midland,  Tex 

Purchase 

98 

August  26  1983 

First  American  National  Bank  of  Nashville,  Nashville,  Tenn 
United  Southern  Bank  of  Clarksville,  Clarksville,  Tenn 

August  1  1983 

Purchase 

113 

Barnett  Bank  of  Gainesville.  National  Association,  Gaines¬ 
ville  Fla 

Great  American  Bank  of  Gainesville  Gainesville,  Fla 
Consolidation 

99 

August  26,  1983 

The  First  National  Bank  of  Birmingham,  Birmingham,  Ala 
Citizens  Bank  of  Talladega,  Talladega.  Ala 

Merger 

114 

August  1 ,  1983 

Deposit  Guaranty  National  Bank,  Jackson,  Miss 

The  First  National  Bank  of  Laurel  Laurel,  Miss 

Merger  . 

100 

August  26,  1983 

The  Peoples  National  Bank  of  Martinsburg,  West  Virginia, 
Martinsburg,  W  Va 

The  South  Barkeley  National  Bank,  Inwood.  W  Va 

August  1  1983 

Purchase  .................... 

114 

Farmers  and  Merchants  National  Bank.  Winchester  Va 

One  Branch  of  Bank  of  Virginia,  Richmond  Va 

Purchase  . 

101 

September  1 ,  1983 

Bank  One  of  Akron,  National  Association,  Akron,  Ohio 

Bank  One  of  Ravenna.  N  A  Ravenna,  Ohio 

August  1 ,  1983 

Merger 

115 

First  American  National  Bank,  North  Little  Rock,  Ark  , 

One  Branch  of  First  American  Bank  of  Little  Rock,  Little  Rock, 

September  1 ,  1983 

Casco  Bank  and  Trust  Company,  Portland,  Me 

Ark 

Purchase 

102 

Northern  National  Bank,  Presque  Isle,  Me 

Consolidation  . 

116 

August  1 ,  1983 

First  Bank  (N  A  ) — Duluth  Duluth,  Minn 

First  Bank  (N  A.) — Duluth-West  Duluth  Minn 

Consolidation 

103 

September  1 ,  1983 

The  First  National  Bank  of  Albany,  Albany,  Ga 

First  National  Bank  of  Thomasville-Thomas  County, 
Thomasville,  Ga 

August  1  1983 

Merger 

116 

National  Bank  of  Georgia,  Atlanta,  Ga 

NBG  Cobb  Bank,  Marietta  Ga 

NBG  Gwinnett  Bank,  Buford,  Ga 

NBG  Clayton  Bank,  Riverdale,  Ga 

Merger  ...... 

104 

September  1 ,  1983 

The  National  Bank  of  Sussex  County,  Branchville,  N  J 

One  Branch  of  New  Jersey  Bank  (National  Association). 
West  Patterson  N  J 

Purchase  . 

117 

August  1  1983 

Northwestern  National  Bank  of  Sioux  Falls,  Sioux  Falls, 

S  Dak 

First  Mitchell  National  Bank,  Mitchell,  S  Dak 

September  1 ,  1983 

The  National  State  Bank,  Elizabeth,  N  J 

The  Essex  Bank,  West  Orange,  N  J 

Purchase  .  . 

118 

Merger  . 

104 

September  1 ,  1983 

August  8.  1983 

First  National  Trust  Bank,  Sunbury,  Pa 

The  West  End  National  Bank  of  Shamokin,  Shamokin,  Pa 
Purchase 

105 

The  Peoples'  National  Bank  of  Wapakoneta,  Wapakoneta, 
Ohio 

The  FTB  Seventh  National  Bank,  Wapakoneta,  Ohio 
Purchase 

119 

August  9  1983 

The  National  State  Bank.  Elizabeth.  N  J  .  Elizabeth,  N  J 
Elizabeth  Savings  Bank  Elizabeth,  N  J 

Purchase  . 

106 

September  6  1983 

The  First  National  Bank  in  Wabash,  Wabash,  Ind 

La  Fontaine  Bank,  La  Fontaine,  Ind 

Merger 

120 

August  12  1983 

The  First  National  Bank  of  Birmingham  Birmingham,  Ala 
Shoals  National  Bank  of  Florence,  Florence  Ala 

Merger 

107 

September  6,  1983 

First  National  Bank  of  New  Jersey,  Totowa,  N  J 

First  National  State  Bank— Hudson,  Bayonne  N  J 

Merger . 

121 

August  14  1983 

First  American  Bank  of  Anderson  County,  Clinton,  Tenn 
FAB  National  Bank.  Clinton.  Tenn 

Merger 

108 

September  9,  1983 

The  First  National  Bank  of  Birmingham,  Birmingham,  Ala 
Citizens  National  Bank  of  Limestone  County,  Athens,  Ala 
Merger 

122 

August  15  1983 

The  First  National  Bank  of  Maryland  Baltimore  Md 

The  F  rst  National  Bank  of  Southern  Maryland  of  Upper 
Marlboro  Upper  Marlboro.  Md 

September  9  1983 

The  First  National  Bank  of  Birmingham.  Birmingham.  Ala 
First  National  Bank  of  Decatur,  Decatur,  Ala 

Merger 

122 

Merger 

108 

September  9  1983 

August  15  1983 

Maumee  Valley  National  Bank,  Defiance  Ohio 

The  Peoples  National  Bank  of  Deiphos  Delphos  Ohio 

The  First  National  Bank  of  Princeton,  Princeton  N  J 

United  Jersey  Bank/Central,  Elizabeth  N  J 

Merger 

123 

110 

September  19,  1983 

August  19  1983 

Bar  /  of  'he  Sou’t  National  Association  Atlanta,  Ga 
A’amo  Bar  /  and  T'jst  Company  Savannah  Ga 

Merger 

110 

Society  National  Bank  of  Northwest  Ohio.  Fostoria  Ohio 
The  American  Bank  Port  Clinton,  Ohio 

The  Fremont  Savings  Bank  Company.  Fremont,  Ohio 
Merger 

123 

70 
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Page 


September  20  1983 

Peoples  National  Bank  of  Washington,  Seattle.  Wash 

Two  Branches  of  Tumwater  State  Bank,  Olympia  Wash 
Purchase  . 

124 

September  30  1983 

The  Dominion  Bank  of  Denver  Denver  Colo 

Central  Bank  at  Stapleton,  National  Association,  Denver 
Colo 

September  23,  1983 

Purchase 

127 

The  First  National  Bank  of  Birmingham,  Birmingham,  Ala 
State  Bank  of  the  Gulf.  Gulf  Shores,  Ala 

Merger .  . 

125 

September  30  1983 

The  First  National  Bank  of  Atlanta,  Atlanta  Ga 

September  30,  1983. 

The  Citizens  and  Southern  National  Bank.  Savannah,  Ga 

The  First  National  Bank  of  Cartersville,  Cartersville  Ga 
Merger 

128 

The  National  Bank  of  Fitzgerald,  Fitzgerald.  Ga 

Merger . 

125 

September  30,  1983 

September  30  1983 

Commercial  National  Bank,  Ithaca,  Mich 

Central  National  Bank  of  Alma,  Alma,  Mich 

Merger . 

126 

NCNB  National  Bank  of  Florida  Tampa.  Fla 

The  First  National  Bank  of  Lake  City,  Lake  City,  Fla 

NCNB  National  Bank  of  Florida  Boca  Raton,  Fla 
Consolidation 

129 

II.  Mergers  consummated  involving  a  single  operating  bank 


Page 


July  1,  1983 

Adams  County  National  Bank,  Gettysburg,  Pa 
ACNB  Interim  National  Bank,  Gettysburg.  Pa 

Merger .  130 

July  1,  1983. 

Beckley  National  Bank,  Beckley,  W  Va 
Appalachian  National  Bank  Beckley,  W  Va 

Merger .  130 

July  1,  1983 

The  Bradford  National  Bank,  Bradford,  Vt 
New  Bradford  National  Bank,  Bradford,  Vt 

Merger .  131 

July  1,  1983. 

Downmgtown  National  Bank,  Downmgtown,  Pa 
Downingtown  Interim  National  Bank,  Downmgtown.  Pa 
Merger .  131 


July  1,  1983. 

First  National  Bank  and  Trust  Company  of  La  Porte, 

La  Porte,  Ind. 

La  Porte  County  National  Bank,  La  Porte,  Ind 

Merger .  131 

July  1,  1983 

The  First  National  Bank  of  Dickson,  Dickson,  Tenn 
First  National  Dickson  Interim  Bank,  Dickson,  Tenn 

Merger .  131 

July  1,  1983. 

The  Home  National  Bank  of  Milford,  Milford,  Mass 
Homebank.  National  Association,  Milford,  Mass 

Merger .  132 

July  1,  1983 

Kanawha  Banking  &  Trust  Company  National 
Association,  Charleston,  W  Va 
Kanawha  National  Bank,  Charleston,  W  Va 


Merger .  132 

July  1,  1983 

The  Wise  County  National  Bank,  Wise,  Va 
Mam  Street  National  Bank,  Wise,  Va 

Merger .  132 

July  12,  1983 

Citizens  National  Bank,  Hammond  La 
CNB  National  Bank,  Hammond,  La 

Merger .  132 

July  15,  1983. 

Union  National  Bank  of  Wichita,  Wichita,  Kans 
UNI  National  Bank  of  Wichita,  Wichita.  Kans 

Consolidation  133 

July  18,  1983 

The  First  National  Bank  of  Tuskaloosa,  Tuscaloosa.  Ala 

Tuskaloosa  National  Bank,  Tuscaloosa  Ala 

Consolidation .  133 


Page 

July  26,  1983 

The  First  National  Bank  and  Trust  Company  of  Newtown, 
Newtown,  Pa 

FNB  Interim  National  Bank,  Newtown  Pa 

Merger .  133 

August  1 ,  1983 

First  National  Bank  in  Manitowoc,  Manitowoc.  Wis 
FNM  National  Bank,  Manitowoc,  Wis 

Merger .  ......  133 

August  1 ,  1983 

The  Grundy  County  National  Bank,  Morris,  III 
GCNB  National  Bank  in  Grundy  County,  Morris  III 

Merger .  .  134 

August  8,  1983: 

National  Bank  of  Aledo,  Aledo,  III 
Aledo  National  Bank,  Aledo,  III 

Merger .  134 

August  8.  1983 

The  National  Bank  of  Carmel.  Carmel-by-the-Sea  Calif 
The  Interim  National  Bank  of  Carmel,  Carmel-by-the-Sea 
Calif 

Merger .  134 

August  10,  1983 

The  National  Bank  of  South  Carolina.  Sumter.  S  C 
New  National  Bank  of  South  Carolina  Sumter  S  C 

Merger .  134 

August  12,  1983 

National  Bank  of  La  Jolla.  La  Jolla,  Calif 
New  National  Bank  of  La  Jolla,  La  Jolla.  Calif 

Merger .  135 

August  24.  1983 

The  National  Bank  of  Washington,  Washington,  D  C 
The  New  National  Bank  of  Washington,  Washington,  D  C 

Merger .  .  .  135 

August  31 ,  1983 

The  Cement  National  Bank.  Northampton  Pa  Northampton,  P3 
New  Cement  National  Bank,  Northampton  Pa 

Merger .  ......  135 

August  31 ,  1983 
First  National  Bank  Marshall.  Ill 
Second  National  Bank  of  Marshall,  Marshall  III 
Merger  135 

September  1  1983 

First  National  Bank  in  Elberton.  Elberton,  Ga 
First  Interim  National  Bank  in  Elberton  Elberton,  Ga 

Merger .  136 

September  1  1983 

Glens  Falls  National  Bank  and  Trust  Company  Glens 
Falls,  N  Y 

GF  National  Bank  National  Association  Glens  Falls  N  Y 
Merger  136 


71 


Page 


Page 


The  McDowell  National  Bank  of  Sharon  Sharon  Pa 

interim  McDowell  National  Bank  Sharon  Pa 

Merger  136 

The  Miners  National  Bank  of  Pottsville  Pottsville  Pa 
Mmers  Interim  National  Bank,  Pottsville  Pa 
Merger  136 

September  3  1983 

Westhollow  National  Bank  Houston  Tex 
Westhollow  Bank  National  Association,  Houston  Tex 
Merger  137 

Septembers  1983 

The  Citizens  National  Bank  of  Danville,  Danville  Ky 
CBD  Bank  National  Association,  Danville,  Ky 

Merger  137 

September  12,  1983 

The  First  National  Bank  of  Strasburg,  Strasburg  Va 
Strasburg  National  Bank  Strasburg  Va 

Merger  137 

September  19  1983 

The  National  Bank  of  Keyser,  Keyser  W  Va 
Interim  National  Bank  of  Keyser,  Keyser,  W  Va 
Merger  138 

September  19,  1983 

The  Peoples  First  National  Bank  &  Trust  Company  of 
Paducah,  Paducah  Ky 
PFN  Bank  National  Association  Paducah,  Ky 
Merger  138 


September  21 ,  1983 
First  National  Bank,  New  Albany,  Miss 
Interim  National  Bank  of  New  Albany,  New  Albany  Miss 
Consolidation  138 

September  23,  1983 

First-Citizens  National  Bank  of  Dyersburg,  Dyersburg. 

Tenn 

Interim  National  Bank  of  Dyersburg,  Dyersburg,  Tenn 
Consolidation  138 

September  26,  1983 

The  First  National  Bank  of  Greenville,  Greenville,  Ala 
The  First  National  Interim  Bank  of  Greenville,  Greenville 
Ala 

Merger  139 

September  30,  1983 

Eisenhower  National  Bank,  Fort  Sam  Houston,  San  Antonio, 

Tex 

New  Eisenhower  National  Bank,  Fort  Sam  Houston,  San 
Antonio,  Tex 

Merger .  139 

September  30  1983 

First  National  Bank  and  Trust  Company  of  Oak  Brook,  Oak 
Brook,  III 

FNBOB  National  Bank,  Oak  Brook,  III 
Merger 


139 


I.  Mergers  consummated  involving  two  or  more  operating  banks. 


F  &  M  MARQUETTE  NATIONAL  BANK, 

Minneapolis,  Minn.,  and  F  &  M  Bank,  Minneapolis,  Minn. 


Names  of  banks  and  type  of  transaction 


Total  assets* 


Banking  offices 

In  To  be 

operation  operated 


F  &  M  Bank,  Minneapolis,  Minn.,  with .  N  A  0 

and  F  &  M  Marquette  National  Bank,  Minneapolis,  Minn.  (11861),  which  had .  $1,329,600,000  6 

merged  June  27,  1983,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger 

had .  .  6 


COMPTROLLER'S  DECISION 

On  April  27,  1983,  application  was  made  to  the  Office 
of  the  Comptroller  of  the  Currency  to  merge  F  &  M 
Bank  (Bank),  Minneapolis,  Minn.,  into  F  &  M  Marquette 
National  Bank  (National),  Minneapolis,  Minn.,  f/k/a  The 
Marquette  National  Bank  of  Minneapolis,  under  char¬ 
ter  and  title  of  the  latter.  This  action  stems  from  the 
previous  merger  of  The  Farmers  &  Mechanics  Savings 
Bank  of  Minneapolis  with  Bank  due  to  the  deteriorated 
condition  of  the  former.  Subsequently,  National  en¬ 
tered  into  an  agreement  to  purchase  the  assets  and 
assume  the  liabilities  of  Bank  which  was  consummat¬ 
ed  on  February  21,  1982.  As  a  result,  Bank  has 
remained  as  a  shell  corporation.  However,  certain 
assets  of  National  remain  titled  to  Bank  causing  an 
undue  burden  on  National  to  process  separate  trans¬ 
fer  and  assignment  documents  between  the  entities  in 
respect  to  each  and  every  recorded  asset  involved. 


‘Asset  figure  is  from  the  June  30,  1983,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


The  effect  of  this  merger  will  allow  a  one-time  notifica¬ 
tion  to  be  forwarded  to  the  municipalities  in  which 
these  assets  are  titled  rather  than  on  a  case-by-case 
basis. 

With  respect  to  the  financial  and  managerial  re¬ 
sources,  future  prospects,  and  community  reinvest¬ 
ment  record,  no  review  of  these  factors  was  found  to 
be  necessary  due  to  the  nature  of  the  proposal. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  merger. 

May  27,  1983 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


*  *  * 


AVON  CITRUS  BANK, 

Avon  Park,  Fla.,  and  Sun  Bank/Highlands  County,  National  Association,  Avon  Park,  Fla. 


Names  of  banks  and  type  of  transaction 


Avon  Citrus  Bank,  Avon  Park,  Fla.,  with . 

and  Sun  Bank/Highlands  County,  National  Association,  Avon  Park,  Fla.  (17858),  which  had  . 
merged  July  1 ,  1 983,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had 
The  resulting  bank  is  a  subsidiary  of  Sun  Banks,  Inc.,  Orlando,  Fla. 


Total  assets* 


Banking  offices 

In  To  be 

operation  operated 


$33,038,000  2  _ 

120,000  0 

_  2 


COMPTROLLER'S  DECISION 

Sun  Bank/Highlands  County,  National  Association  is 
being  organized  by  Sun  Banks,  Inc.,  Orlando,  Fla.,  a 
bank  holding  company.  The  merger  of  Avon  Citrus 
Bank  into  Sun  Bank/Highlands  County,  National  Asso¬ 
ciation  is  a  part  of  a  process  whereby  Sun  Banks,  Inc 


will  acquire  100  percent  (less  directors'  qualifying 
shares)  of  Avon  Citrus  Bank. 

The  merger  is  a  vehicle  for  a  bank  holding  company 
acquisition  and  combines  a  non-operating  bank  with 
an  existing  commercial  bank  As  such,  it  presents  no 
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competitive  issues  under  the  Bank  Merger  Act,  12 

"he  financial  and  managerial  resources  of  both  banks 
and  the  future  prospects  of  the  resulting  bank  are 
favorable  After  the  merger,  the  resulting  bank  will  be 
in  the  position  to  draw  on  the  financial  and  managerial 
resources  of  its  new  corporate  parent  This  will  permit 
it  to  more  effectively  serve  the  convenience  and  needs 
of  its  community 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicant’s  record  of  helping  to  meet  the  credit 


*  Asset  figures  are  from  the  organizing  information  for  the  organizing 
bank  and  from  the  June  30  1983,  report  of  condition  for  the 
operating  bank  Information  as  of  date  of  consummation  was  not 
available  at  press  time 


needs  of  its  entire  community,  including  low  and 
moderate  income  neighborhoods,  is  less  than  satis¬ 
factory. 

This  decision  is  the  prior  written  approval  required  by 
the  Bank  Merger  Act  for  the  applicants  to  proceed  with 
the  proposed  merger 
May  27,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

The  proposed  merger  is  part  of  a  plan  through  which 
the  Sun  Bank/Highlands  County,  National  Association 
(org.)  would  become  a  subsidiary  of  Sun  Banks  of 
Florida,  Inc.,  a  bank  holding  company.  The  instant 
transaction  would  merely  combine  an  existing  bank 
with  a  non-operating  institution;  as  such,  and  without 
regard  to  the  acquisition  of  the  surviving  bank  by  Sun 
Banks  of  Florida,  Inc.,  it  would  have  no  effect  on 
competition. 


BANK  OF  MARIN, 

San  Rafael,  Calif.,  and  Bank  of  Sonoma  County,  Santa  Rosa,  Calif.,  and  Bank  of  Lake  County,  Lakeport,  Calif., 
and  Gold  Country  Bank,  Grass  Valley,  Calif.,  and  Vaca  Valley  Bank,  Vacaville,  Calif.,  and  The  First  National 
Bank  of  Mendocino  County,  Ukiah,  Calif. 


Names  of  banks  and  type  of  transaction 


Total  assets 


Banking  offices 

In  To  be 

operation  operated 


Bank  of  Marin,  San  Rafael,  Calif.,  with .  $532,358,354  16 

and  Bank  of  Sonoma  County,  Santa  Rosa,  Calif.,  with .  143,860,457  8 

and  Bank  of  Lake  County,  Lakeport,  Calif.,  with .  59,380,730  5 

and  Gold  Country  Bank,  Grass  Valley,  Calif.,  with .  55,760,782  6 

and  Vaca  Valley  Bank,  Vacaville,  Calif.,  with .  63,386,436  5 

and  The  First  National  Bank  of  Mendocino  County,  Ukiah,  Calif.  (11282),  which  had  46,032,907  4 

merged  July  1,  1983.  under  charter  of  the  latter  and  title  of  Westamerica  Bank,  National 

Association  with  headquarters  in  San  Rafael.  The  merger  bank  at  date  of  merger  had  .  900,779,666  - 
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COMPTROLLER'S  DECISION 

Bank  of  Marin.  Bank  of  Sonoma  County,  Bank  of  Lake 
County,  Gold  Country  Bank,  Vaca  Valley  Bank,  and 
the  First  National  Bank  of  Mendocino  County  are 
maiority-owned  and  controlled  by  Independent  Bank- 
shares  Corporation,  a  registered  bank  holding  compa¬ 
ny  This  proposed  merger  is  a  corporate  reorganiza¬ 
tion  which  would  have  no  effect  on  competition 

A  review  of  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed 
institutions  and  the  convenience  and  needs  of  the 
community  to  be  served  has  disclosed  no  reason  why 
this  application  should  not  be  approved 

'ne  record  of  this  application  and  other  information 
a /a  ab  e  to  this  Office  as  a  result  of  its  regulatory 


responsibilities  reveals  no  evidence  that  the  banks' 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  merger,  subject  to  the  condition 
addressed  in  the  attached  confidential  letter 
May  31,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition 
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BANK  ONE  OF  SOUTHEASTERN  OHIO,  NATIONAL  ASSOCIATION, 
Athens.  Ohio,  and  Bank  One  of  Pomeroy,  N.A.,  Pomeroy,  Ohio 


Names  of  banks  and  type  of  transaction 


Total  assets 


Bank  One  of  Pomeroy,  N.A..  Pomeroy,  Ohio  (1980),  with .  $  44,667,000 

and  Bank  One  of  Southeastern  Ohio,  National  Association,  Athens,  Ohio  (7744),  which  had  .  98,274,000 

merged  July  1 ,  1983,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had  .  142,941 ,000 


Banking  offices 

In  To  be 

operation  operated 


3  _ 

4 

_  7 


COMPTROLLER’S  DECISION 

Bank  One  of  Pomeroy,  N.A  and  Bank  One  of  South¬ 
eastern  Ohio,  National  Association  are  majority-owned 
and  controlled  by  Banc  One  Corporation,  Columbus, 
Ohio,  a  registered  bank  holding  company.  This  pro¬ 
posed  merger  is  a  corporate  reorganization  which 
would  have  no  effect  on  competition. 

A  review  of  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed 
institutions  and  the  convenience  and  needs  of  the 
community  to  be  served  has  disclosed  no  reason  why 
this  application  should  not  be  approved. 

The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 


responsibilities  reveals  no  evidence  that  the  banks’ 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory 

This  decision  is  the  prior  written  approval  required  by 
the  Bank  Merger  Act,  12  USC  1828(c),  for  the  appli¬ 
cants  to  proceed  with  the  merger. 

May  20,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


*  *  * 


BRENTON  NATIONAL  BANK  OF  DES  MOINES, 

Des  Moines,  Iowa,  and  Brenton  National  Bank  of  South  Des  Moines,  Des  Moines,  Iowa 


Names  of  banks  and  type  of  transaction 


Total  assets* 


Brenton  National  Bank  of  South  Des  Moines,  Des  Moines,  Iowa  (14832),  with .  $  42,970,000 

and  Brenton  National  Bank  of  Des  Moines,  Des  Moines,  Iowa  (14746),  which  had .  145,413,000 


merged  July  1,  1983,  under  the  charter  and  title  of  the  latter  The  merged  bank  at  date  of  merger 
had . 


Banking  offices 


In  To  be 

operation  operated 


3 

7 


10 


COMPTROLLER’S  DECISION 

Brenton  National  Bank  of  South  Des  Moines,  North¬ 
west  Brenton  National  Bankf  and  Brenton  National 
Bank  of  Des  Moines  are  majority-owned  and  con¬ 
trolled  by  Brenton  Banks,  Inc.,  Des  Moines,  Iowa,  a 
registered  bank  holding  company.  This  proposed 
merger  is  a  corporate  reorganization  which  would 
have  no  effect  on  competition 


‘Asset  figures  are  from  the  June  30,  1983,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 

t  Northwest  Brenton  National  Bank  and  Brenton  National  Bank  of 
Des  Moines  merged  January  1,  1983 


A  review  of  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed 
institutions  and  the  convenience  and  needs  of  the 
community  to  be  served  has  disclosed  no  reason  why 
this  application  should  not  be  approved 

The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  reveals  no  evidence  that  the  banks 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory 
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SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 


This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  merger 
November  30,  1982 


We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


CENTRAL  CAROLINA  BANK  AND  TRUST  COMPANY, 

Durham,  N.C.,  and  Central  Carolina  Bank  and  Trust  Company,  National  Association,  Durham,  N.C. 


Names  of  banks  and  type  of  transaction 


Total  assets* 


Banking  offices 

In  To  be 

operation  operated 


Central  Carolina  Bank  and  Trust  Company,  Durham,  N.C.,  with  .  $759,340,000  62  - 

and  Central  Carolina  Bank  and  Trust  Company,  National  Association,  Durham,  N.C.  (17850), 

which  had .  240,000  0  - 

merged  July  1 ,  1983,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had  ..  _  62 


COMPTROLLER'S  DECISION 

Central  Carolina  Bank  and  Trust  Company,  National 
Association  is  being  organized  by  CCB  Financial 
Corporation,  Durham,  N.C.,  a  bank  holding  company. 
The  merger  of  Central  Carolina  Bank  and  Trust  Com¬ 
pany  into  Central  Carolina  Bank  and  Trust  Company, 
National  Association  is  a  part  of  a  process  whereby 
CCB  Financial  Corporation  will  acquire  100  percent 
(less  directors'  qualifying  shares)  of  Central  Carolina 
Bank  and  Trust  Company,  National  Association.  The 
merger  is  a  vehicle  for  a  bank  holding  company 
acquisition  and  combines  a  non-operating  bank  with 
an  existing  commercial  bank.  As  such,  it  presents  no 
competitive  issues  under  the  Bank  Merger  Act,  12 
USC  1828(c). 

The  financial  and  managerial  resources  of  both  banks 
and  the  future  prospects  of  the  resulting  bank  are 
favorable  After  the  merger,  the  resulting  bank  will  be 
in  the  position  to  draw  on  the  financial  and  managerial 
resources  of  its  new  corporate  parent.  This  will  permit 
it  to  more  effectively  serve  the  convenience  and  needs 
of  its  community. 


*  Asset  figures  are  from  organizing  information  for  the  organizing 
bank  and  from  the  June  30  1983  report  of  condition  for  the 
operating  bank  Information  as  of  date  of  consummation  was  not 
available  at  press  time 


A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  entire  communities,  including  low  and 
moderate  income  neighborhoods,  are  less  than  satis¬ 
factory. 

This  decision  is  the  prior  written  approval  required  by 
the  Bank  Merger  Act  for  the  applicants  to  proceed  with 
the  proposed  merger. 

May  31,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

The  proposed  merger  is  part  of  a  plan  through  which 
the  Central  Carolina  Bank  and  Trust  Company,  Nation¬ 
al  Association  (org.)  would  become  a  subsidiary  of 
CCB  Financial  Corporation,  a  bank  holding  company. 
The  instant  transaction  would  merely  combine  an 
existing  bank  with  a  non-operating  institution;  as  such, 
and  without  regard  to  the  acquisition  of  the  surviving 
bank  by  CCB  Financial  Corporation,  it  would  have  no 
effect  on  competition. 


*  * 
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CITIZENS  NATIONAL  BANK  OF  GRANT  COUNTY, 

Marion,  Ind.,  and  United  Bank,  Upland,  Ind.,  and  First  Valley  Bank,  Gas  City,  Ind. 

Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets 

I  via. •  asseiz,  /n  To  be 

operation  operated 


United  Bank,  Upland,  Ind.,  with .  $22,328,400  2 

First  Valley  Bank,  Gas  City,  Ind.,  with .  21,220,697  4 

and  Citizens  National  Bank  of  Grant  County,  Marion,  Ind.  (15784),  which  had .  40.016,292  4 

merged  July  1 .  1 983,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had  .  83,565,389 


10 


COMPTROLLER'S  DECISION 

On  May  3,  1982,  application  was  made  to  the  OCC  for 
authorization  to  merge  United  Bank,  Upland,  Ind. 
(United)  and  First  Valley  Bank,  Gas  City,  Ind  (First 
Valley)  into  Citizens  National  Bank  of  Grant  County, 
Marion,  Ind.  (Citizens  National),  under  charter  and  title 
of  the  latter.  The  application  is  based  on  an  agreement 
finalized  between  the  three  banks  on  December  31, 
1980. 

United  operates  two  branches  in  addition  to  its  main 
office  and,  as  of  December  31,  1981,  had  approxi¬ 
mately  $21  million  in  total  assets.  First  Valley  operates 
three  branches  in  addition  to  its  main  office  and,  as  of 
the  same  date,  had  approximately  $23  million  in  total 
assets.  Citizens  National,  the  largest  of  the  three 
banks,  with  approximately  $37  million  in  total  assets  as 
of  December  31,  1981,  operates  three  branches  in 
addition  to  its  main  office.  All  three  banks  operate 
under  common  ownership. 

The  applicant  banks  operate  in  Grant  County,  Ind. 
which  is  in  northeastern  Indiana  between  Indianapolis 
and  Fort  Wayne.  United  and  First  Valley  delineate 
Grant  County  in  its  entirety  as  their  relevant  geograph¬ 
ic  market  although  a  more  realistic  trade  area  delinea¬ 
tion  might  be  the  municipality  in  which  each  bank’s 
main  office  is  located  given  the  size  of  the  banks  and 
demographics  of  the  area.  Citizens  National  delin¬ 
eates  its  relevant  geographic  market  to  be  Grant 
County  and  portions  of  the  contiguous  counties  of 
Wabash,  Huntington,  Wells  and  Delaware.  Indications 
are  that  Citizens  National’s  primary  service  area  cen¬ 
ters  upon  Marion,  Ind. 

The  proposed  merger  is  primarily  a  plan  of  reorganiza¬ 
tion  since  all  three  banks  are  under  common  owner¬ 
ship.  Recent  major  changes  in  the  banking  environ¬ 
ment,  competitive  pressures  from  within  the  trade  area 
as  well  as  from  larger  financial  institutions  and  other 
providers  of  financial  services  have  made  it  difficult  for 
the  three  banks  to  maintain  profitability,  meet  the 
competition,  and  continue  to  meet  the  convenience 
and  needs  of  their  communities.  Presently,  all  three 
banks  have  management  voids  as  the  result  of  an 
inability  to  attract  and  maintain  competent  staff 


The  overall  condition  of  the  resulting  bank  and  its 
ability  to  meet  the  competition  of  the  marketplace 
should  improve  as  a  result  of  the  merger  The  merger 
will  provide  a  complete  management  team  and  a 
reasonable  plan  of  management  succession  The  re¬ 
sulting  bank  will  also  be  able  to  realize  economies  of 
scale  and  cost  reductions  due  to  centralization  of 
duties  and  the  closing  of  excess  branch  facilities 
Finally,  the  merger  will  result  in  a  much  larger  capital 
base  which  will  enable  the  resulting  bank  to  serve 
larger  customers  through  an  increased  lending  limit 
In  short,  the  merger  will  permit  three  commonly  owned 
smaller  banks  to  pool  resources  and  become  one 
bank  in  order  to  meet  the  challenges  of  the  market¬ 
place. 

The  economy  of  operations  and  other  benefits  result¬ 
ing  from  the  merger  should  permit  the  resulting  bank 
to  better  serve  the  convenience  and  needs  of  the 
community  through  competitive  rates,  increased  serv¬ 
ices,  and  an  increased  lending  limit. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
",  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served.”  The  financial  and  managerial  resources 
and  future  prospects  of  all  three  banks  are  considered 
satisfactory.  The  future  prospects  of  the  resulting  bank 
appear  favorable  as  does  its  ability  to  further  enhance 
its  competitiveness  in  the  market  and  serve  the  conve¬ 
nience  and  needs  of  its  customers. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  banks'  records  of  helping  to  meet  the  credit  needs 
of  their  entire  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  will  not 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 


lessen  competition  in  the  relevant  market  According- 
t\  the  application  is  approved 
May  16  1983 


We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  be  significantly  adverse  to 
competition. 


FIRST  NATIONAL  BANK  OF  FLORIDA, 

Tampa.  Fla.,  and  First  National  Bank  of  Brooksville,  Brooksville,  Fla. 


Names  of  banks  and  type  of  transaction 


Total  assets 


Banking  offices 

In  To  be 

operation  operated 


First  National  Bank  of  Brooksville,  Brooksville,  Fla.  (15621),  with .  $  124,622,000  4  - 

and  First  National  Bank  of  Florida,  Tampa.  Fla.  (3497),  which  had .  1,396.669.000  23  - 

merged  July  1 ,  1983.  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had  1 ,509,178,000  _  27 


COMPTROLLER'S  DECISION 

First  National  Bank  of  Florida  and  First  National  Bank 
of  Brooksville  are  majority-owned  and  controlled  by 
First  Florida  Banks,  Inc  .  Tampa,  Fla.,  a  registered 
bank  holding  company.  This  proposed  merger  is  a 
corporate  reorganization  which  would  have  no  effect 
on  competition. 

A  review  of  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed 
institutions  and  the  convenience  and  needs  of  the 
community  to  be  served  has  disclosed  no  reason  why 
this  application  should  not  be  approved. 

The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 


responsibilities  revealed  no  evidence  that  the  banks’ 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  merger. 

April  21,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 

*  * 


THE  FIRST  NATIONAL  BANK  OF  MORGANTOWN, 

Morgantown,  W.  Va.,  and  The  Suncrest  National  Bank,  Morgantown,  W.  Va. 


Names  of  banks  and  type  of  transaction 


The  Suncrest  National  Bank,  Morgantown,  W.  Va.  (15810),  with . 

and  The  First  National  Bank  of  Morgantown,  Morgantown,  W  Va.  (14396),  which  had 
merged  July  1 .  1 983.  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had 


Total  assets 


Banking  offices 

In  To  be 

operation  operated 


$  44,914,659  2 

176,916.816  1 

221,891,475  _  3 


COMPTROLLER  S  DECISION 

On  December  30.  1982,  application  was  made  to  the 
OCC  for  prior  authorization  to  merge  The  Suncrest 
National  Bank  Morgantown.  W  Va  (Suncrest),  into 
the  F  'st  National  Bank  of  Morgantown.  Morgantown, 
//  1  a  (FNB)  This  application  is  based  on  an  agree- 
menf  finalized  between  Suncrest  and  FNB  on  Decem- 
1 982 


As  of  September  30,  1 982,  Suncrest  had  total  deposits 
of  $38  million  and  operated  one  branch  office  On  the 
same  date  FNB,  a  unit  bank,  had  total  deposits  of 
$136  million  The  banks  are  affiliated  through  common 
ownership,  a  majority  of  Suncrest  shareholders  are 
also  majority  shareholders  of  FNB 
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The  relevant  geographic  market  for  this  proposal  is  the 
city  of  Morgantown  and  Monongalia  County,  W  Va. 
The  proponents  are  direct  competitors  in  this  market 
which  is  served  by  five  other  commercial  banks,  two  of 
which  are  affiliated  through  common  ownership.  FNB 
ranks  first  in  deposit  market  share  with  39  percent, 
and  Suncrest  ranks  third  with  1 1  percent.  The  second- 
ranking  institution  and  its  affiliate  control  38  percent  of 
total  deposits.  Although  the  proponents  serve  the 
same  market,  they  are  not  considered  competitors  as 
a  result  of  their  affiliation.  Therefore,  under  these 
circumstances,  the  proposed  merger  would  not  have 
an  adverse  effect  on  competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served.”  The  financial  and  managerial  resources  of 
both  banks  are  considered  satisfactory.  The  future 
prospects  of  the  proponent  banks,  independently  and 


in  combination,  are  favorable,  as  are  the  expected 
effects  of  the  proposal  on  the  convenience  and  needs 
of  the  community  to  be  served 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  does  not 
lessen  competition  in  the  relevant  market  According¬ 
ly,  the  application  is  approved 
May  11,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition 


*  *  * 


FLORIDA  NATIONAL  BANK, 

Jacksonville,  Fla.,  and  Florida  National  Bank  of  Brevard  County,  Titusville,  Fla.,  and  Florida  National  Bank  at 
Lakeland,  Lakeland,  Fla.,  and  Florida  National  Bank  of  Martin  County,  Stuart,  Fla.,  and  Florida  National  Bank  of 
Miami,  Miami,  Fla.,  and  Florida  National  Bank  at  Ocala,  Ocala,  Fla.,  and  The  Florida  National  Bank  at  Orlando. 
Orlando,  Fla.,  and  Florida  National  Bank  of  Palm  Beach  County,  West  Palm  Beach,  Fla.,  and  Florida  National 
Bank  at  Pensacola,  Pensacola,  Fla,,  and  Florida  National  Bank  of  Pinellas  County,  St.  Petersburg,  Fla.,  and 
Florida  National  Bank  at  Port  St.  Joe,  Port  St.  Joe,  Fla.,  and  Florida  National  Bank  at  Vero  Beach.  Vero  Beach, 
Fla.,  and  Florida  Bank  at  Fort  Pierce,  Fort  Pierce,  Fla.,  and  Florida  Bank  at  Starke,  Starke,  Fla.,  and  Florida 
Bank  of  Sumter  County,  Bushnell,  Fla.,  and  Florida  Bank  of  Volusia  County,  Daytona  Beach,  Fla. 


Names  of  banks  and  type  of  transaction 


Total  assets 


Banking  offices 

In  To  be 

operation  operated 


Florida  National  Bank  of  Brevard  County,  Titusville,  Fla.  (15287),  with .  $  54,268.000 

Florida  National  Bank  at  Lakeland,  Lakeland,  Fla.  (13370),  with .  103,258,000 

Florida  National  Bank  of  Martin  County,  Stuart,  Fla.  (15991),  with .  226,343.000 

Florida  National  Bank  of  Miami,  Miami,  Fla.  (13570),  with .  661,552,000 

Florida  National  Bank  at  Ocala,  Ocala,  Fla.  (9226),  with .  87,073,000 

The  Florida  National  Bank  at  Orlando,  Orlando,  Fla.  (14701),  with  .  204,099.000 

Florida  National  Bank  of  Palm  Beach  County,  West  Palm  Beach,  Fla.  (14721),  with .  96,826.000 

Florida  National  Bank  at  Pensacola,  Pensacola,  Fla.  (5603),  with .  142  220,000 

Florida  National  Bank  of  Pinellas  County,  St.  Petersburg,  Fla.  (13498),  with .  161,224,000 

Florida  National  Bank  at  Port  St.  Joe,  Port  St.  Joe,  Fla.  (14902),  with  .  22,476,000 

Florida  National  Bank  at  Vero  Beach,  Vero  Beach,  Fla.  (14814),  with .  72,541,000 

Florida  Bank  at  Fort  Pierce,  Fort  Pierce,  Fla.,  with .  37,906.000 

Florida  Bank  at  Starke,  Starke,  Fla.,  with .  40,278.000 

Florida  Bank  of  Sumter  County,  Bushnell,  Fla.,  with .  54.168.000 

Florida  Bank  of  Volusia  County,  Daytona  Beach,  Fla.,  with .  232,404,000 

and  Florida  National  Bank,  Jacksonville,  Fla.  (8231),  which  had .  1.039.047.000 

merged  July  1 ,  1983,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had  3,134.002.000 


2 

4 

8 

13 

3 
6 
1 

4 
6 
2 
2 
1 
1 
1 
1 

19 


COMPTROLLER’S  DECISION 

Florida  Nafional  Bank  of  Brevard  County,  Titusville, 
Brevard  County,  Fla.,  Florida  National  Bank  at  Lake¬ 
land,  Lakeland,  Polk  County,  Fla.,  Florida  National 


Bank  of  Martin  County  Stuart,  Martin  County  Fla 
Florida  National  Bank  of  Miami,  Miami,  Dade  County. 
Fla  ,  Florida  National  Bank  at  Ocala.  Ocala  Marion 
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County  Fla  The  Florida  National  Bank  at  Orlando, 
Orlando,  Orange  County,  Fla  ,  Florida  National  Bank  of 
Palm  Beach  County  West  Palm  Beach,  Palm  Beach 
County,  Fla  Florida  National  Bank  at  Pensacola, 
Pensacola  Escambia  County,  Fla  ,  Florida  National 
Bank  of  Pinellas  County,  St  Petersburg,  Pinellas 
County,  Fla  ,  Florida  National  Bank  at  Port  St.  Joe,  Port 
St  Joe,  Gulf  County,  Fla  ,  Florida  National  Bank  at 
Vero  Beach,  Vero  Beach,  Indian  River  County,  Fla., 
Florida  Bank  at  Fort  Pierce,  Fort  Pierce,  St.  Lucie 
County,  Fla  ,  Florida  Bank  at  Starke,  Starke,  Bradford 
County,  Fla  Florida  Bank  of  Sumter  County.  Bushnell, 
Sumter  County,  Fla  .  and  Florida  Bank  of  Volusia 
County,  Daytona  Beach,  Volusia  County,  Fla.,  and 
Florida  National  Bank,  Jacksonville,  Duval  County, 
Fla  ,  are  majority-owned  and  controlled  by  Florida 
National  Banks  of  Florida.  Inc.,  Jacksonville,  Fla  ,  a 
registered  bank  holding  company.  This  proposed 
merger  is  a  corporate  reorganization  which  would 
have  no  effect  on  competition. 


A  review  of  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed 
institutions  and  the  convenience  and  needs  of  the 
community  to  be  served  has  disclosed  no  reason  why 
this  application  should  not  be  approved 

The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  banks’ 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  merger. 

May  25,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


HIGHLAND  NATIONAL  BANK  OF  NEWBURGH, 

Newburgh,  NY.,  and  One  Branch  of  Lincoln  First  Bank,  N.A.,  Rochester,  N.Y. 


Banking  offices 

Names  of  banks  and  type  of  transaction 

Total  assets* 

In 

To  be 

operation 

operated 

One  Branch  of  Lincoln  First  Bank,  N  A  ,  Rochester,  N.Y.  (15627),  with 

$4,046,959,000 

1 

was  purchased  July  1,  1983.  by  Highland  National  Bank  of  Newburgh,  Newburgh,  N.Y.  (1106), 

which  had  . 

276.093,000 

1 1 

After  the  purchase  was  effected,  the  receiving  bank  had . 

12 

COMPTROLLER'S  DECISION 

On  March  1.  1983,  an  application  was  filed  by  High¬ 
land  National  Bank  of  Newburgh.  Newburgh,  N.Y. 
(Highland),  for  permission  to  purchase  the  assets  and 
assume  the  liabilities  of  a  branch  office  (Poughkeepsie 
branch)  of  Lincoln  First  Bank,  National  Association, 
Rochester,  N  Y  (Lincoln).  The  branch  is  located  at  45 
Market  Street,  Poughkeepsie.  N  Y  The  application  is 
based  upon  an  agreement  finalized  between  Highland 
and  Lincoln  on  December  14.  1982. 

As  of  December  31,  1982,  Highland,  a  wholly-owned 
subsidiary  of  Norstar  Bancorp  Inc  ,  held  total  deposits 
of  $222  million  m  1 1  offices  operating  in  Ulster  and 
Orange  counties  As  of  the  same  date,  the  subject 
branch  office  held  total  deposits  of  $6  3  million 

//hole  bank  as  of  June  30  1983.  report  of 
irformat  or  as  of  date  of  consummation  was  not  available 


Lincoln,  which  is  headquartered  in  Rochester,  New 
York,  has  offices  throughout  upstate  New  York  and  in 
Westchester  and  Duchess  counties.  The  Poughkeep¬ 
sie  branch  is  located  in  Duchess  County  and  derives 
over  85  percent  of  its  deposits  from  the  southeastern 
portion  of  the  county.  This  area  is  considered  to  be  the 
relevant  geographic  market  for  this  proposal.  The 
Hudson  River  forms  the  western  boundary  of  this 
market  Lincoln's  Poughkeepsie  branch,  with  8  per¬ 
cent  of  commercial  bank  deposits,  ranks  last  of  15 
commercial  banks  in  the  market. 

All  branch  offices  of  Highland  are  located  in  the  two 
counties  west  of  the  Hudson  River,  adjacent  to  Duch¬ 
ess  County  Data  provided  by  the  applicant  reveals 
that  Highland  derives  no  measurable  deposits  from 
the  relevant  market  area  Highland  has  received  pre¬ 
liminary  approval  to  merge  with  two  other  Norstar 
subsidiary  banks,  Rondout  National  Bank  of  Kingston 
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and  Sullivan  County  National  Bank  of  Liberty.  Neither 
of  these  banks  compete  in  the  relevant  market,  and 
the  nearest  office  of  the  three  affiliates  to  the  Pough¬ 
keepsie  branch  is  12  miles  west  in  New  Paltz  There¬ 
fore,  consummation  of  this  proposal  will  merely  re¬ 
place  one  competitor  in  the  market  with  another,  while 
permitting  Highland  to  enter  a  market  in  which  it 
currently  does  not  compete  directly. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
"the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served."  The  financial  and  managerial  resources  of 
both  banks  are  considered  satisfactory.  Consumma¬ 
tion  of  the  proposal  will  permit  customers  of  the 
Poughkeepsie  branch  to  enjoy  a  wider  range  of  bank¬ 
ing  services  in  the  relevant  market  and  in  adjacent 
areas.  Consequently,  the  future  prospects  of  the  re¬ 
sulting  bank  are  considered  good,  as  are  the  expect¬ 


ed  effects  of  the  proposal  on  the  convenience  and 
needs  of  the  community  to  be  served 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  does  not 
lessen  competition  in  the  relevant  market  According¬ 
ly,  the  application  is  approved. 

June  1 ,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


*  *  * 


HIGHLAND  NATIONAL  BANK  OF  NEWBURGH, 

Newburgh,  N.Y.,  and  The  Sullivan  County  National  Bank  of  Liberty,  Liberty,  N.Y.,  and  The  Rondout  National 
Bank,  Kingston,  N.Y. 


Names  of  banks  and  type  of  transaction 

Banking  offices 

Total  assets 

In 

operation 

To  be 
operated 

The  Sullivan  County  National  Bank  of  Liberty,  Liberty,  N.Y.  (4925),  with 

$105,480,050 

7 

and  The  Rondout  National  Bank,  Kingston,  N.Y.  (1120),  with. . 

75,724,722 

8 

and  Highland  National  Bank  of  Newburgh,  Newburgh,  N.Y.  (1106),  which  had 

277,144,427 

17 

merged  July  1,  1983,  under  charter  of  the  latter  and  title  "Norstar  Bank  of  the  Hudson  Valley, 
National  Association.”  The  merged  bank  at  date  of  merger  had 

458,349,199 

32 

COMPTROLLER’S  DECISION 

The  Sullivan  County  National  Bank  of  Liberty,  The 
Rondout  National  Bank,  and  Highland  National  Bank 
of  Newburgh  are  majority-owned  and  controlled  by 
Norstar  Bancorp  Inc.,  Albany,  N.Y.,  a  registered  bank 
holding  company.  This  proposed  merger  is  a  corpo¬ 
rate  reorganization  which  would  have  no  effect  on 
competition. 

A  review  of  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed 
institutions  and  the  convenience  and  needs  of  the 
community  to  be  served  has  disclosed  no  reason  why 
this  application  should  not  be  approved. 

The  record  of  this  application  and  other  information 

*  * 


available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  reveales  no  evidence  that  the  banks' 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  merger 
May  4,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition 
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PEOPLES  NATIONAL  BANK, 

Versailles.  Ohio,  and  The  First  National  Bank  &  Trust  Company,  Troy,  Ohio 


Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets  /n  j0  ^ e 

operation  operated 

The  First  National  Bank  &  Trust  Company,  Troy,  Ohio  (16608),  with .  $120,326,425  6 

and  Peoples  National  Bank,  Versailles,  Ohio  (9336),  which  had  31,636,091  2 

merged  July  1,  1983,  under  charter  of  the  latter  and  with  the  title  The  First  National  Bank  &  Trust 

Company,  with  headquarters  in  Troy.  The  merged  bank  at  date  of  merger  had  151,962,516  -  8 


COMPTROLLER'S  DECISION 

On  March  28.  1983,  application  was  made  to  the  OCC 
for  prior  authorization  to  merge  the  First  National  Bank 
and  Trust  Company,  Troy,  Ohio  (FNB),  into  Peoples 
National  Bank,  Versailles,  Ohio  (Peoples),  with  the 
resulting  bank  headquartered  in  Troy  This  application 
is  based  on  an  agreement  finalized  between  FNB  and 
Peoples  on  February  19,  1983 

As  of  December  31,  1982,  FNB  had  total  deposits  of 
$94  million  and  operated  six  banking  offices  in  Miami 
County  FNB  is  a  wholly-owned  subsidiary  of  First 
National  Cincinnati  Corporation,  Cincinnati,  Ohio.  On 
the  same  date  Peoples  had  total  deposits  of  $29 
million  and  its  two  banking  offices  were  located  in 
downtown  Versailles. 

The  relevant  geographic  market  for  this  proposal  is  the 
city  of  Versailles  and  vicinity,  where  Peoples  operates 
its  offices  and  derives  over  80  percent  of  its  deposits 
There  are  four  commercial  banks  serving  the  market, 
with  total  deposits  of  $58  million.  Peoples  ranks  first  in 
deposit  market  share  with  48  percent,  FNB  operates 
no  offices  and  generates  only  a  nominal  volume  of  its 
deposits  in  the  relevant  market.  The  proponents  do  not 
currently  compete  directly.  Therefore,  consummation 
of  this  proposal  will  have  no  significant  effect  on 
existing  competition  in  the  relevant  market. 


The  Bank  Merger  Act  requires  this  Office  to  consider 
",  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served.”  The  financial  and  managerial  resources  of 
both  banks  are  considered  satisfactory.  The  future 
prospects  of  the  proponent  banks,  independently  and 
in  combination,  are  favorable,  as  are  the  expected 
effects  of  the  proposal  on  the  convenience  and  needs 
of  the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  does  not 
lessen  competition  in  the  relevant  market.  According¬ 
ly,  the  application  is  approved. 

May  31,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


*  *  * 
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SHAWMUT  COMMUNITY  BANK,  N.A., 

Framingham,  Mass.,  and  The  Peoples  National  Bank  of  Marlborough,  Marlborough,  Mass. 


Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets  /n  jQ  be 

operation  operated 


The  Peoples  National  Bank  of  Marlborough,  Marlborough,  Mass.  (2404),  with .  $  29,212,000  3 

Shawmut  Community  Bank,  N.A.,  Framingham,  Mass.  (528),  which  had .  238,538,000 

merged  July  1,  1983,  under  charter  of  the  latter  and  with  the  title  "Shawmut  Community  Bank, 

National  Association. "  The  merged  bank  at  date  of  merger  had .  267,750,000  _  18 


COMPTROLLER'S  DECISION 

Shawmut  Community  Bank,  N.A.  and  The  Peoples 
National  Bank  of  Marlborough  are  majority-owned  and 
controlled  by  Shawmut  Corporation,  Boston,  Mass.,  a 
registered  bank  holding  company.  This  proposed 
merger  is  a  corporate  reorganization  which  would 
have  no  effect  on  competition. 

A  review  of  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed 
institutions  and  the  convenience  and  needs  of  the 
community  to  be  served  has  disclosed  no  reason  why 
this  application  should  not  be  approved. 

The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 


responsibilities  revealed  no  evidence  that  the  banks' 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  reguired  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  merger 
May  20,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 

*  * 


WEIRTON  NATIONAL  BANK, 

Weirton,  W.  V a.,  and  First  Wetzel  National  Bank,  New  Martinsville,  W.  Va. 


Names  of  banks  and  type  of  transaction 


Weirton  National  Bank,  Weirton,  W.  Va.  (16651),  with . 

and  First  Wetzel  National  Bank,  New  Martinsville,  W.  Va.  (16639),  which  had . 

merged  July  1 ,  1 983,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had 


Total  assets 


Banking  offices 


In  To  be 

operation  operated 


$30,826,892  1 

9.486,968  2 

40,313,860  _  3 


COMPTROLLER'S  DECISION 

On  November  23,  1982,  application  was  made  to  the 
OCC  for  prior  authorization  to  merge  Weirton  National 
Bank,  Weirton,  W.  Va.  (Weirton),  into  First  Wetzel 
National  Bank,  New  Martinsville,  W.  Va.  (Wetzel).  This 
application  is  based  on  an  agreement  finalized  be¬ 
tween  Weirton  and  Wetzel  on  October  28,  1982. 

As  of  September  30,  1982,  Weirton  had  total  deposits 
of  $26.7  million  and  operated  its  only  office  in  Weirton, 
Hancock  County.  On  the  same  date  Wetzel,  a  unit 
bank,  had  total  deposits  of  $8  9  million.  Wetzel  has  an 
approved  but  unopened  branch  in  Pine  Grove,  W.  Va., 
15  miles  east  of  New  Martinsville.  The  banks  are 
affiliated  through  common  ownership  and  interlocking 
directors. 


The  relevant  geographic  market  for  this  proposal  is 
Hancock  County,  the  area  in  which  Weirton  operates 
its  only  office  and  generates  the  bulk  of  its  deposits 
Wetzel  derives  no  measurable  business  from  the 
relevant  market  and  is  located  approximately  66  miles 
away.  Therefore,  the  proposed  merger  would  not  have 
an  adverse  effect  on  competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
",  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served”  The  financial  and  managerial  resources  of 
both  banks  are  considered  satisfactory  The  future 
prospects  of  the  proponent  banks,  independently  and 
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in  combination  are  favorable,  as  are  the  expected 
effects  of  the  proposal  on  the  convenience  and  needs 
of  the  community  to  be  served 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
applicants  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

*  * 


We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  does  not 
lessen  competition  in  the  relevant  market  According¬ 
ly,  the  application  is  approved 
April  19.  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition 


WHEELING  NATIONAL  BANK, 

Wheeling,  W.  Va.,  and  First  Wetzel  National  Bank,  New  Martinsville,  W.  Va. 

Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets  /n  j0 

operation  operated 

First  Wetzel  National  Bank,  New  Martinsville,  W.  Va.  (16639),  with  $  40,313,860 

and  Wheeling  National  Bank,  Wheeling,  W  Va.  (16696),  which  had .  91,319,327  2 

merged  July  1,  1983,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had  131,633,787  -  5 


COMPTROLLER  S  DECISION 

On  November  23,  1982,  application  was  made  to  the 
OCC  for  prior  authorization  to  merge  First  Wetzel 
National  Bank,  New  Martinsville,  W  Va.  (Wetzel),  into 
Wheeling  National  Bank,  Wheeling,  W  Va.  (Wheeling). 
This  application  is  based  on  an  agreement  finalized 
between  Wetzel  and  Wheeling  on  October  28,  1982 

As  of  September  30,  1982,  Wetzel  had  total  deposits 
of  S8.9  million  and  operated  its  only  office  in  New 
Martinsville,  Wetzel  County.  Wetzel  has  an  approved 
but  unopened  branch  in  Pine  Grove,  W.  Va  On  the 
same  date  Wheeling,  a  unit  bank,  had  total  deposits  of 
$78  9  million  The  banks  are  affiliated  through  com¬ 
mon  ownership  and  interlocking  directors. 

Wetzel  has  pending  an  application  for  approval  to 
merge  with  Weirton  National  Bank.  Weirton,  W  Va 
(Weirton)  Weirton  is  affiliated  with  Wetzel  and  Wheel¬ 
ing  through  common  ownership  and  interlocking  di¬ 
rectors 

Once  regulatory  approval  is  received  and  the  merger 
with  Weirton  is  consummated,  Wetzel  will  merge  into 
Wheeling  The  relevant  geographic  market  for  this 
proposal,  therefore,  would  be  the  combined  markets 
that  are  currently  served  by  Wetzel  and  Weirton  indi¬ 
vidually  and  it  would  encompass  Hancock  and  Wet¬ 
zel  counties  Wheeling  derives  a  nominal  amount  of 
business  from  fhe  relevant  market  and  is  located  36 
m  es  a //a/  from  Wetzel  and  30  miles  from  Weirton 


Consequently,  the  proposed  merger  would  not  have 
an  adverse  effect  on  competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
",  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served  The  financial  and  managerial  resources  of 
both  banks  are  considered  satisfactory.  The  future 
prospects  of  the  proponent  banks,  independently  and 
in  combination,  are  favorable,  as  are  the  expected 
effects  of  the  proposal  on  the  convenience  and  needs 
of  the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  does  not 
lessen  competition  in  the  relevant  market  According¬ 
ly,  the  application  is  approved 
April  19,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 

* 
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ELLIS  NATIONAL  BANK  OF  CENTRAL  FLORIDA, 
Tampa,  Fla.,  and  Ellis  American  Bank,  Lakeland,  Fla. 


Names  of  banks  and  type  of  transaction 


Ellis  American  Bank,  Lakeland,  Fla.,  with . 

and  Ellis  National  Bank  of  Central  Florida,  Tampa,  Fla.  (14932),  which  had 

merged  July  8,  1 983,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had 


Total  assets 


$15,165,531 

79,296,237 

94,461,768 


Banking  ofhces 

In  To  be 

operation  operated 

1 

7 

-  8 


COMPTROLLER  S  DECISION 

Ellis  American  Bank  and  Ellis  National  Bank  of  Central 
Florida  are  majority-owned  and  controlled  by  Ellis 
Banking  Corporation,  Bradenton,  Fla.,  a  registered 
bank  holding  company.  This  proposed  merger  is  a 
corporate  reorganization  which  would  have  no  effect 
on  competition. 

A  review  of  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed 
institutions  and  the  convenience  and  needs  of  the 
community  to  be  served  has  disclosed  no  reason  why 
this  application  should  not  be  approved. 

The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 

*  * 


responsibilities  revealed  no  evidence  that  the  banks' 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  merger. 

April  1,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


BANK  OF  LARAMIE, 

Laramie,  Wyo.,  and  First  Wyoming  Bank,  National  Association-Laramie,  Laramie,  Wyo. 


Names  of  banks  and  type  of  transaction 

Total  assets 

Banking  offices 

In 

operation 

To  be 
operated 

Bank  of  Laramie,  Laramie.  Wyo.,  with 

$50,947,524 

120.000 

1 

0 

and  First  Wyoming  Bank,  National  Association-Laramie,  Laramie,  Wyo.  (17866),  which  had . 

merged  July  1 2,  1 983,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had 

50,947,524 

1 

COMPTROLLER'S  DECISION 

First  Wyoming  Bank,  National  Association-Laramie  is 
being  organized  by  First  Wyoming  Bancorporation, 
Cheyenne,  Wyo.,  a  bank  holding  company.  The  merg¬ 
er  of  Bank  of  Laramie  into  First  Wyoming  Bank,  Nation¬ 
al  Association-Laramie  is  a  part  of  a  process  whereby 
First  Wyoming  Bancorporation  will  acquire  100  per¬ 
cent  (less  directors’  qualifying  shares)  of  Bank  of 
Laramie. 

The  merger  is  a  vehicle  for  a  bank  holding  company 
acquisition  and  combines  a  non-operating  bank  with 
an  existing  commercial  bank.  As  such,  it  presents  no 
competitive  issues  under  the  Bank  Merger  Act,  12 
USC  1828(c). 


The  financial  and  managerial  resources  of  both  banks 
and  the  future  prospects  of  the  resulting  bank  are 
favorable  After  the  merger,  the  resulting  bank  will  be 
in  the  position  to  draw  on  the  financial  and  managerial 
resources  of  its  new  corporate  parent.  This  will  permit 
it  to  more  effectively  serve  the  convenience  and  needs 
of  its  community. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicant's  record  of  helping  to  meet  the  credit 
needs  of  its  entire  community,  including  low  and 
moderate  income  neighborhoods,  is  less  than  satis 
factory 
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This  decision  is  the  prior  written  approval  required  by 
the  Bank  Merger  Act  for  the  applicants  to  proceed  with 
the  proposed  merger 
June  7,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

The  proposed  merger  is  part  of  a  plan  through  which 
the  First  Wyoming  Bank,  National  Association-Lara- 


mie  (org.)  would  become  a  subsidiary  of  First  Wyo¬ 
ming  Bancorporation,  a  bank  holding  company  The 
instant  transaction  would  merely  combine  an  existing 
bank  with  a  non-operating  institution,  as  such,  and 
without  regard  to  the  acquisition  of  the  surviving  bank 
by  First  Wyoming  Bancorporation,  it  would  have  no 
effect  on  competition 


STATE  BANK  OF  BIG  PINEY, 

Big  Piney,  Wyo.,  and  First  Wyoming  Bank,  National  Association-Big  Piney,  Big  Piney,  Wyo. _ 

Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets  /n  7o  be 

operation  operated 


State  Bank  of  Big  Piney,  Big  Piney,  Wyo.,  with . •  •  •  •  •  •  •  • 

and  First  Wyoming  Bank,  National  Association-Big  Piney,  Big  Piney,  Wyo.  (17865),  which  had 
merged  July  12  1983  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had 


$23,157,022  1 

60,000  0 

23,157,022  _ 


1 


COMPTROLLER'S  DECISION 

First  Wyoming  Bank.  National  Association-Big  Piney  is 
being  organized  by  Wyoming  Bancorporation,  Chey¬ 
enne.  Wyo  ,  a  bank  holding  company.  The  merger  of 
State  Bank  of  Big  Piney  into  First  Wyoming  Bank, 
National  Association-Big  Piney  is  a  part  of  a  process 
whereby  Wyoming  Bancorporation  will  acquire  100 
percent  (less  directors  qualifying  shares)  of  State 
Bank  of  Big  Piney. 

The  merger  is  a  vehicle  for  a  bank  holding  company 
acquisition  and  combines  a  non-operating  bank  with 
an  existing  commercial  bank  As  such,  it  presents  no 
competitive  issues  under  the  Bank  Merger  Act,  12 
USC  1828(c). 

The  financial  and  managerial  resources  of  both  banks 
and  the  future  prospects  of  the  resulting  bank  are 
favorable  After  the  merger,  the  resulting  bank  will  be 
in  the  position  to  draw  on  the  financial  and  managerial 
resources  of  its  new  corporate  parent  This  will  permit 
it  to  more  effectively  serve  the  convenience  and  needs 
of  its  community. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 


regulatory  responsibilities  revealed  no  evidence  that 
the  applicant’s  record  of  helping  to  meet  the  credit 
needs  of  its  entire  community,  including  low  and 
moderate  income  neighborhoods,  is  less  than  satis¬ 
factory. 

This  decision  is  the  prior  written  approval  required  by 
the  Bank  Merger  Act  for  the  applicants  to  proceed  with 
the  proposed  merger. 

June  7,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

The  proposed  merger  is  part  of  a  plan  through  which 
the  First  Wyoming  Bank,  National  Association-Big 
Piney  (org.)  would  become  a  subsidiary  of  First  Wyo¬ 
ming  Bancorporation,  a  bank  holding  company  The 
instant  transaction  would  merely  combine  an  existing 
bank  with  a  non-operating  institution;  as  such,  and 
without  regard  to  the  acquisition  of  the  surviving  bank 
by  First  Wyoming  Bancorporation,  it  would  have  no 
effect  on  competition. 


THE  FIRST  NATIONAL  BANK  OF  BIRMINGHAM, 


Birmingham,  Ala.,  and  The  Commercial  National  Bank  of  Anniston,  Anniston, 

Ala. 

Names  of  banks  and  type  of  transaction 

Total  assets 

Banking  offices 

In  To  be 

operation  operated 

The  Commercial  National  Bank  of  Anniston,  Anniston,  Ala.  (11753)  with 

and  The  First  National  Bank  of  Birmingham,  Birmingham,  Ala.  (3185),  which  had 

merged  July  15,  1983,  under  charter  of  the  latter  and  with  the  title  AmSouth  Bank,  National 

Association."  The  merged  bank  at  date  of  merger  had 

$  81,368.000 

4 

2,276,557,000 

53 

2,357,925,000 

57 

COMPTROLLER'S  DECISION 

The  Commercial  National  Bank  of  Anniston,  Citizens 
National  Bank  of  Limestone  County,  First  National 
Bank  of  Decatur,  Shoals  National  Bank  of  Florence, 
The  American  National  Bank  of  Huntsville,  The  Ameri¬ 
can  National  Bank  &  Trust  Company  of  Mobile,  The 
Alabama  National  Bank  of  Montgomery,  The  First 
National  Bank  of  Autauga  County,  The  City  National 
Bank  of  Selma,  Baldwin  National  Bank,  The  Bank  of 
Arab,  Parker  Bank  &  Trust  Company,  Fort  Payne  Bank, 
Bank  of  Gadsden,  The  Bank  of  East  Alabama,  The 
Bank  of  Sulligent,  Peoples  Bank  of  Tuscaloosa,  Arm- 
South  Bank  of  Houston  County,  State  Bank  of  the  Gulf, 
Citizens  Bank  of  Talladega  and  The  First  National 
Bank  of  Birmingham*  are  all  majority-owned  and  con¬ 
trolled  by  AmSouth  Bancorporation,  Birmingham,  Ala., 
a  registered  bank  holding  company.  This  proposed 
merger  is  a  corporate  reorganization  of  20  AmSouth 
Bancorporation  subsidiary  banks  into  its  lead  bank 
and,  consequently,  it  will  have  no  effect  on  competi¬ 
tion. 


*  The  mergers  of  these  banks  were  consummated  on  different 
dates 


A  review  of  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed 
institutions  and  the  convenience  and  needs  of  the 
community  to  be  served  has  disclosed  no  reason  why 
this  application  should  not  be  approved. 

The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  banks' 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  merger. 

January  13,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


THE  FIRST  NATIONAL  BANK  OF  BIRMINGHAM, 

Birmingham,  Ala.,  and  Parker  Bank  &  Trust  Company,  Cullman,  Ala. 

Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets  ~ 

In  To  be 

operation  operated 

Parker  Bank  &  Trust  Company,  Cullman,  Ala.,  with .  $  49  262  000  2 

and  The  First  National  Bank  of  Birmingham,  Birmingham,  Ala.  (3185),  which  had  .  .  2,374^31 8^000  57 

merged  July  22,  1983,  under  charter  of  the  latter  and  with  the  title  AmSouth  Bank,  National 

Association.'  The  merged  bank  at  date  of  merger  had .  2,423,580,000  _  S9 

The  Comptroller's  Decision  and  the  Summary  of  Report  by  Attorney  General  can  be  found  above 

*  *  * 
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BARNETT  BANK  OF  TAMPA.  NATIONAL  ASSOCIATION, 
Tampa.  Fla  and  Great  American  Bank  of  Tampa,  Tampa,  Fla. 


- - - 

Banking  offices 

Names  of  banks  and  type  of  transaction 

Total  assets 

In 

To  be 

operation 

operated 

Great  American  Bank  of  Tampa.  Tampa.  Fla.,  with .  . 

and  Barnett  Bank  of  Tampa,  National  Association,  Tampa.  Fla  (16437),  which  had 
consolidated  July  25.  1983.  under  charter  and  title  of  the  latter.  The  consolidated  bank  at  date  of 

$177,304,002 

268,804.779 

450,608,781 

1 1 

8 

19 

COMPTROLLER'S  DECISION 

Barnett  Bank  of  Tampa.  National  Association  and 
Great  American  Bank  of  Tampa  are  majority-owned 
and  controlled  by  Barnett  Banks  of  Florida,  Inc., 
Jacksonville.  Fla  a  registered  bank  holding  compa¬ 
ny  This  proposed  consolidation  is  a  corporate  reorga¬ 
nization  which  would  have  no  effect  on  competition 

A  review  of  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed 
institutions  and  the  convenience  and  needs  of  the 
community  to  be  served  has  disclosed  no  reason  why 
this  application  should  not  be  approved. 

The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 


responsibilities  revealed  no  evidence  that  the  banks 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  consolidation. 

June  23,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  be  not  significantly  adverse  to 
competition. 


*  *  * 


BANK  OF  THE  SOUTH,  NATIONAL  ASSOCIATION, 

Atlanta,  Ga.,  and  Trust  Company  of  Columbus,  Columbus,  Ga. 


Banking  offices 

Names  of  banks  and  type  of  transaction 

Total  assets 

In 

operation 

To  be 
operated 

$  47,319,000 

5 

Trust  Company  of  Columbus,  coiumDus,  ua.,  wun .  . 

and  Bank  of  the  South,  National  Association,  Atlanta.  Ga  (9617),  which  had 

merged  July  28,  1983.  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger 

1,216,533,000 

1,260,165,000 

33 

38 

COMPTROLLER  S  DECISION 

On  April  12.  1983.  application  was  made  to  the  Office 
of  the  Comptroller  of  the  Currency,  pursuant  to  the 
Bank  Merger  Act,  12  USC  1828(c),  for  prior  authoriza¬ 
tion  to  merge  Trust  Company  of  Columbus,  Columbus, 
Ga  (TCC).  into  Bank  of  the  South,  National  Associa¬ 
tion  Atlanta.  Ga  (BOS)  The  application  is  based  on 
an  agreement  finalized  between  TCC  and  BOS  on 
March  17  1983 

BOS  is  a  wholly-owned  subsidiary  of  Bank  South 
Corporation  (BSC)  the  fourth  largest  bank  holding 
company  in  Georgia  As  of  December  31.  1982,  BOS 
rad  totai  deposits  of  $780  million  and  is  restricted  to 


branching  in  Fulton  and  DeKalb  counties  by  Georgia’s 
branching  laws,  except  by  means  of  a  merger  of  an 
existing  bank  into  BOS.  In  December,  1982,  BOS 
acquired  the  Athens  Bank  &  Trust  Company  in  Clarke 
County  and  operates  that  bank's  branches  in  Clarke 
County.  BSC  also  has  three  state  bank  subsidiaries 
with  offices  in  Clayton,  Cobb,  and  Gwinnett  counties 

TCC  held  total  deposits  of  $42  million  as  of  December 
31,  1982.  and  operated  five  offices,  all  located  in 
Muscogee  County  TCC  is  restricted  to  Muscogee 
County  by  the  Georgia  branching  laws 


TCC's  relevant  geographic  market  consists  of  Musco¬ 
gee  and  Chattahoochee  counties  and  the  part  of 
Russell  County,  Alabama,  which  surrounds  Phemx 
City.  This  represents  the  Columbus,  Ga„  market.  TCC 
is  the  smallest  Georgia  competitor  and  the  only  Geor¬ 
gia  bank  in  the  Columbus  market  that  is  not  affiliated 
with  a  multi-bank  holding  company.  It  holds  only  6 
percent  of  the  market's  deposits. 

BOS’s  relevant  geographic  market  consists  of  Fulton 
and  DeKalb  counties  and  all  of  BSC’s  subsidiaries  are 
restricted  to  the  Atlanta  metropolitan  area,  consisting 
of  Fulton,  DeKalb,  Clayton,  Cobb  and  Gwinnett  coun¬ 
ties,  and  Clarke  County.  The  nearest  office  of  any  BSC 
subsidiary  is  93  miles  northeast  of  TCC's  Macon  Road 
at  Varsity  Drive  office.  The  nearest  office  of  BOS  is  its 
Cleveland  Avenue  office  in  Atlanta,  which  is  102  miles 
northeast  of  TCC's  Macon  Road  at  Varsity  Drive  office. 
BSC's  subsidiary  banks,  including  BOS,  do  not  com¬ 
pete  in  the  same  geographic  market  as  TCC. 

Consequently,  the  proposed  merger  will  have  no 
adverse  effect  on  competition  in  either  market.  In¬ 
stead,  the  merger  will  have  a  beneficial  effect  on 
competition  in  the  Columbus  market  which  is  dominat¬ 
ed  by  three  large  multi-bank  holding  companies  that 
make  it  very  difficult  for  TCC  to  compete  effectively. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“.  .  .  the  financial  and  managerial  resources  and  future 

*  * 


prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served  The  financial  and  managerial  resources  of 
both  banks  are  satisfactory  and  future  prospects  of 
the  combined  entity  are  good  The  merger  will  provide 
the  combined  bank  with  greater  financial  and  mana¬ 
gerial  resources  and  will  enable  the  resulting  bank  to 
provide  new  and  expanded  services  to  meet  the 
existing  and  anticipated  credit  needs  and  other  finan¬ 
cial  needs  of  the  Columbus  community 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
bank  regulatory  responsibilities  revealed  no  evidence 
that  the  applicants'  records  of  helping  to  meet  the 
credit  needs  of  their  communities,  including  low  and 
moderate  income  neighborhoods,  are  less  than  satis¬ 
factory. 

This  decision  is  the  prior  written  approval  required  by 
the  Bank  Merger  Act  for  the  applicants  to  proceed  with 
the  proposed  merger. 

June  23,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


FIRST  AMERICAN  BANK-EASTERN,  NATIONAL  ASSOCIATION, 


Kingsport,  Tenn.,  and  First  Peoples  Bank  of  Washington  County,  Johnson  City,  Tenn. 

Names  of  banks  and  type  of  transaction 

Total  assets* 

Banking  offices 

In 

operation 

To  be 
operated 

First  Peoples  Ba.  k  of  Washington  County,  Johnson  City,  Tenn  with 

$177,785,000 

9 

was  purchased  July  29,  1983,  by  First  American  Bank-Eastern,  National  Association,  Kinqsport 
Tenn.  (10842),  which  had . 

364.169.000 

15 

After  the  purchase  was  effected  the  receiving  bank  had 

24 

COMPTROLLER’S  DECISION 

On  July  29,  1983,  application  was  made  to  the  OCC 
for  prior  written  approval  for  First  American  Bank- 
Eastern,  National  Association,  Kingsport,  Tenn  (As¬ 
suming  Bank),  to  purchase  certain  of  the  assets  and 
assume  certain  of  the  liabilities  of  First  Peoples  Bank 
of  Washington  County,  Johnson  City,  Tenn.  (Peoples) 


‘Asset  figures  are  from  the  June  30,  1983,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


On  July  29,  1983,  Peoples  was  a  state  bank,  operating 
nine  offices,  with  deposits  of  approximately  $172 
million.  At  the  close  of  business  on  July  29.  1983. 
Peoples  was  declared  insolvent  by  the  Commissioner 
of  Banking  of  the  State  of  Tennessee  It  was  placed  in 
receivership,  with  the  Federal  Deposit  Insurance  Cor¬ 
poration  acting  as  receiver  The  present  application  is 
based  upon  an  agreement,  which  is  incorporated 
herein  by  reference,  by  which  the  Federal  Deposit 
Insurance  Corporation,  as  receiver,  and  Assuming 
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Bank  have  agreed  that  Assuming  Bank  will  purchase 
certain  ot  the  assets  and  assume  certain  cf  the  liabil¬ 
ities  cf  Peeples  Fcr  the  reasens  stated  hereafter, 
Assuming  Banks  applicaticn  is  appreved,  and  the 
purchase  and  assumpticn  transaction  may  be  con¬ 
summated  immediately 

Under  the  Bank  Merger  Act,  12  USC  1828(c),  the 
Comptroller  cannot  approve  an  assumption  transac¬ 
tion  which  would  have  certain  proscribed  anticompeti¬ 
tive  effects  unless  he  finds  these  anticompetitive  ef¬ 
fects  to  be  clearly  outweighed  in  the  public  interest  by 
the  probable  effect  of  the  transaction  in  meeting  the 
convenience  and  needs  of  the  community  to  be 
served  Additionally,  the  Comptroller  is  directed  to 
consider  the  financial  and  managerial  resources  and 
future  prospects  of  the  existing  and  proposed  institu¬ 
tions.  and  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served  When  necessary,  however,  to  pre¬ 
vent  the  evils  attendant  upon  the  failure  of  a  bank,  the 
Comptroller  can  dispense  with  the  standards  applica¬ 
ble  to  usual  acquisition  transactions  and  need  not 
consider  reports  on  the  competitive  effects  from  the 
consequences  of  the  transaction  ordinarily  solicited 
from  the  Department  of  Justice  and  other  banking 
agencies  He  is  authorized  in  such  circumstances  to 
act  immediately  in  his  sole  discretion  to  approve  such 
a  transaction  and  to  authorize  its  immediate  consum¬ 
mation 

The  proposed  transaction  will  prevent  disruption  of 
banking  services  to  the  Johnson  City  community. 


Assuming  Bank  has  sufficient  financial  resources  to 
absorb  Peoples  and  to  enhance  the  banking  services 
available  in  the  Johnson  City  banking  market 

The  Comptroller  finds  that  the  proposed  transaction 
will  not  result  in  a  monopoly,  or  be  in  furtherance  of 
any  combination  or  conspiracy  to  monopolize  or  at¬ 
tempt  to  monopolize  the  business  of  banking  in  any 
part  of  the  United  States,  and  that  the  anticompetitive 
effects  of  the  proposed  transaction,  if  any,  are  clearly 
outweighed  in  the  public  interest  by  the  probable 
effect  of  the  proposed  transaction  in  meeting  the 
convenience  and  needs  of  the  community  to  be 
served  The  Comptroller  further  finds  that  the  failure  of 
Peoples  requires  him  to  act  immediately,  as  contem¬ 
plated  by  the  Bank  Merger  Act,  to  prevent  disruption 
of  banking  services  to  the  community.  The  Comptroller 
thus  waives  publication  of  notice,  dispenses  with 
solicitation  of  competitive  reports  from  other  agencies, 
and  authorizes  the  transaction  to  be  consummated 
immediately.  This  approval  is  conditioned  on  Assum¬ 
ing  Bank  increasing  its  primary  capital  to  a  level 
acceptable  to  the  Deputy  Comptroller,  Southeastern 
District. 

Assuming  Bank  is  also  authorized  to  operate  all  offices 
of  Peoples  as  branch  offices. 

July  29,  1983 

Due  to  the  emergency  nature  of  the  situation,  the 
Attorney  General's  report  was  not  requested 


*  *  * 


FIRST  NATIONAL  BANK  OF  SOUTH  CAROLINA, 

Columbia,  S.C..  and  The  Bank  of  Beaufort,  Beaufort,  SjC. _ _ _ 

— - -  ”  Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets  /n  To  be 

operation  operated 


The  Bank  of  Beaufort,  Beaufort,  SC.  with  . 

and  First  National  Bank  of  South  Carolina,  Columbia,  S.C.  (13720),  which  had 

merged  July  30,  1983.  under  charter  and  title  of  the  latter  The  merged  bank  at  date  of  merger 

had  . . 


$  133.648,000 
1,530,256,000 

1,646,572,000 


7 

82 
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COMPTROLLER'S  DECISION 

On  April  7  1983  application  was  made  to  the  OCC, 
pursuant  to  the  Bank  Merger  Act,  12  USC  1828(c),  for 
prior  authorization  to  merge  The  Bank  of  Beaufort, 
Beaufort  SC  (BOB)  into  First  National  Bank  of  South 
Carolina  Columbia.  SC  (FNB)  The  application  is 
based  or  a  //ru ter  agreement  executed  between  BOB 
and  FNB  on  January  10  1983 


FNB  is  the  fourth  largest  banking  institution  in  the  state 
with  total  assets  as  of  December  31,  1982,  of  $1,289 
million  FNB  is  a  subsidiary  of  First  Bankshares  Corp 
of  South  Carolina  and  operates  95  banking  offices 
throughout  the  state,  none  of  which  are  located  in 
Beaufort  County 


BOB  is  a  $129  million  asset  institution  as  of  December 
31,  1982,  which  operates  seven  offices,  all  of  which 
are  located  in  Beaufort  County. 

The  proposed  merger  will  have  no  effect  on  competi¬ 
tion.  BOB's  relevant  geographic  market  is  Beaufort 
County,  in  which  it  operates  its  main  office  and  six 
branches,  enjoys  a  45  percent  share  of  the  market 
deposits  and  from  which  it  derives  virtually  all  of  its 
business. 

FNB's  nearest  office  is  located  in  Walterboro,  41  miles 
northwest  of  Beaufort,  and  does  not  compete  in  the 
Beaufort  market.  FNB  obtains  only  a  minimal  amount 
of  loans  and  deposits  from  the  Beaufort  market.  The 
first  and  fifth  largest  banks  in  the  state  have  recently 
opened  offices  in  the  Beaufort  market  putting  BOB  in 
the  position  of  competing  with  four  of  the  five  largest 
banking  institutions  in  the  state.  Its  share  of  the  market 
is  certain  to  decline  in  the  face  of  such  formidable 
competition.  Its  operating  earnings  have  declined 
more  than  50  percent  since  1980  as  a  result  of  the 
increased  competition  and  the  continuing  shift  of 
deposits  to  interest  bearing  instruments.  The  pro¬ 
posed  merger  will  enable  FNB  to  become  the  third 
largest  banking  institution  in  the  state  and  will  enable  it 
to  serve  a  market  where  it  presently  has  no  represen¬ 
tation.  The  merged  bank  will  be  able  to  compete  with 
the  larger  institutions  and  competition  will  be  en¬ 
hanced. 

*  * 


The  Bank  Merger  Act  requires  this  Office  to  consider 
the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions, 
and  the  convenience  and  needs  of  the  community  to 
be  served  The  financial  and  managerial  resources  of 
both  banks  are  satisfactory  and  the  future  prospects 
of  the  combined  entity  are  considered  good  The 
present  customers  of  BOB  will  have  the  convenience 
of  FNB’s  many  offices  throughout  the  state  and  their 
needs  will  be  enhanced  by  a  wide  range  of  financial 
services  now  available  form  FNB 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
bank  regulatory  responsibilities  revealed  no  evidence 
that  the  applicants’  records  of  helping  to  meet  the 
credit  needs  of  their  communities,  including  low  and 
moderate  income  neighborhoods,  are  less  than  satis¬ 
factory. 

This  decision  is  the  prior  written  approval  required  by 
the  Bank  Merger  Act  for  the  applicants  to  proceed  with 
the  proposed  merger 
June  27.  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


THE  FIRST  NATIONAL  BANK  IN  LITTLE  ROCK, 

Little  Rock,  Ark.,  and  Commercial  National  Bank  of  Little  Rock,  Little  Rock,  Ark. 


Names  of  banks  and  type  of  transaction 

Total  assets 

Banking  offices 

In 

operation 

To  be 
operated 

Commercial  National  Bank  of  Little  Rock,  Little  Rock,  Ark.  (14000)  with 

and  The  First  National  Bank  in  Little  Rock,  Little  Rock,  Ark.  (13949).  which  had 

merged  July  31 ,  1 983,  under  charter  of  the  latter  and  with  the  title  First  Commercial  Bank  National 

Association.”  The  merged  bank  at  date  of  merger  had 

$406,433,452 

13 

541,879,206 

13 

948,312,658 

26 

COMPTROLLER’S  DECISION 

On  July  21,  1982,  an  application  was  made  to  the 
Office  of  the  Comptroller  of  the  Currency  (Office), 
pursuant  to  the  Bank  Merger  Act,  12  USC  1828(c),  for 
prior  written  authorization  to  merge  Commercial  Na¬ 
tional  Bank  of  Little  Rock,  Little  Rock,  Ark.  (CNB),  into 
the  First  National  Bank  in  Little  Rock,  Little  Rock,  Ark. 
(FNB).  The  application  is  based  on  an  agreement 
between  CNB  and  FNB  finalized  on  July  14,  1982. 

CNB  is  the  principal  subsidiary  of  Commercial  Bank- 
stock,  Inc.  (CBI),  a  one-bank  holding  company  owning 


100  percent  of  the  outstanding  stock  of  CNB  FNB  is 
the  principal  subsidiary  of  First  National  Bankshares, 
Inc.  (FNI),  a  one-bank  holding  company  owning  100 
percent  of  the  outstanding  stock  of  FNB  The  merger  is 
to  be  effected  through  the  exchange  of  shares  of  FNI 
for  shares  of  CBI,  pursuant  to  an  exchange  ratio 
specified  in  the  merger  agreement  and  ratified  by  the 
shareholders  of  CBI  and  FNI 

Subsequent  to  the  filing  of  the  original  application, 
several  events  (including  changes  in  federal  and 
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Arkansas  State  law)  led  the  applicants  to  submit  an 
additional  economic  brief  on  January  28.  1983 

As  of  June  30,  1982  CNB  held  total  deposits  of 
approximately  S280  million  and  was  the  second  larg¬ 
est  commercial  bank  in  the  Little  Rock  market.  CNB 
currently  operates  13  offices,  all  in  the  Little  Rock 
market 

As  of  June  30.  1982,  FNB  held  total  deposits  of 
approximately  $267  million  and  was  the  fourth  largest 
commercial  bank  in  the  Little  Rock  market  FNB  also 
currently  operates  13  offices  in  the  Little  Rock  market 

The  applicants’  original  economic  analysis  defined 
Pulaski  County.  Saline  County,  and  the  northern  one- 
quarter  of  Lonoke  County  as  the  relevant  geographic 
market  This  area  constitutes  the  Little  Rock  Ranally 
Metropolitan  Area  (RMA).  This  area  also  approximates 
the  area  delineated  by  the  Federal  Reserve  Board  in 
May  1982  as  the  relevant  geographic  market  in  con¬ 
sidering  the  acquisition  of  a  bank  in  northern  Lonoke 
County  (Bank  of  Cabot)  by  an  existing  one-bank 
holding  company. 

Pursuant  to  the  provisions  of  the  Bank  Merger  Act  (12 
USC  1828(c)),  the  Department  of  Justice  (DOJ),  the 
Federal  Reserve  Board  (FRB),  and  the  Federal  Depos¬ 
it  Insurance  Corporation  (FDIC),  filed  with  this  Office 
advisory  opinions  on  the  competitive  effects  of  the 
proposed  merger.  The  DOJ  and  FRB  chose  the  RMA 
as  the  relevant  geographic  market.  The  FDIC  chose 
the  then  existing  Little  Rock  Standard  Metropolitan 
Statistical  Area  (SMSA).  which  consisted  of  Pulaski 
County  and  Saline  County. 

Subsequently,  the  Office  of  Management  and  Budget 
(OMB)  on  January  5.  1983  announced  the  redesigna- 
tion  of  the  Little  Rock  SMSA.  The  redesignation  was  a 
result  of  demographic  data  produced  by  the  1980 
decennial  census  The  redesignation  added  Lonoke 
County  and  Faulkner  County  to  the  Little  Rock  SMSA.1 

The  applicants  January  28.  1983  amended  economic 
analysis  defined  the  new  Little  Rock  SMSA  as  the 
relevant  geographic  market  No  subsequent  reports 
from  the  DOJ.  FRB,  or  FDIC  have  been  received  by 
this  Office  in  response  to  the  applicants'  amended 
economic  analysis 


press  release  issued  by  OMB  dated  January  5.  1983  The  redesig¬ 
ns  on  //as  based  or  o  ./rent  population  housing  industry,  trade 
employment  and  payr  jata  ocal  housing  markets,  and  labor 
•r^r>e to  r  rhe  ”o  Rock  area  The  press  release  also  announced 
SMSA  h  onger  ed  instead  areas  will  now  be 
tar  Statistical  Areas  (MSAs)  For  the  sake  of 
o or 1  nue  to  refer  to  the  redesignated 


The  United  States  Supreme  Court  has  stated  that  the 
relevant  geographic  market  in  bank  merger  cases 
“must  be  charted  by  careful  selection  of  the  market 
area  in  which  the  seller  operates,  and  to  which  the 


purchaser  can  practicably  turn  for  [services].’  United 


States  v.  Philadelphia  National  Bank,  374  U  S  321 
359  (1963)  (emphasis  in  original).  In  other  words,  “the 
area  in  which  bank  customers  that  are  neither  very 
large  nor  very  small  find  it  practical  to  do  their  banking 
hi  icunpsQ  Id  at  361 . 


Banking  in  Arkansas  is  limited  to  countywide  branch¬ 
ing  Nevertheless,  as  is  established  below,  the  appli¬ 
cant  banks  have  made,  and  continue  to  make,  sub¬ 
stantial  efforts  to  attract  business  from  the  suburban 
area  surrounding  Little  Rock/North  Little  Rock  in  the 
current  SMSA. 

With  the  exception  of  a  CNB  branch  in  Maumelle  New 
Town  in  north  Pulaski  County,  all  offices  of  both  CNB 
and  FNB  are  located  in  Little  Rock  in  central  Pulaski 
County.  CNB  also  has  an  automated  teller  machine 
(ATM)  in  Maumelle  New  Town  and  its  depositors  with 
ATM  access  cards  may  use  the  machines  operated  by 
the  two  banks  in  Jacksonville  (on  the  Pulaski/Lonoke 
border),  two  of  three  North  Little  Rock  banks,  and  the 
banks  in  Benton  (in  Saline  County)  and  Byrant  (also 
located  in  Saline  County).  As  such,  each  of  the  four 
counties  in  the  Little  Rock  SMSA  contains  or  is  in  close 
proximity  to  an  office  or  ATM  of  at  least  one  of  the 
applicant  banks. 

Moreover,  residents  of  the  surrounding  counties  are 
frequently  drawn  into  Little  Rock  and  thus  find  it 
convenient  to  bank  there.  In  addition  to  being  the 
geographic  center  of  the  SMSA,  Little  Rock/North  Little 
Rock  is  also  the  economic  and  governmental  center  of 
the  SMSA  Of  the  39  largest  employers  and  retail 
centers  in  the  area,  34  are  located  in  the  Little  Rock 
area.  An  estimated  31  percent  of  the  Saline  County 
labor  force  commute  into  the  Little  Rock  area  daily  as 
well  as  an  estimated  34  percent  of  the  Lonoke  County 
labor  force  and  an  estimated  18  percent  of  the  Faulk¬ 
ner  County  labor  force. 

Little  Rock's  four  television  stations  and  15  major  radio 
stations  transmit  to  all  parts  of  the  Little  Rock  SMSA 
The  Little  Rock  newspapers  both  contain  news  on 
town  affairs  in  all  four  counties  of  the  SMSA  and  have 
wide  subscription  levels  in  all  four  counties  Since  all 
Little  Rock  financial  institutions  advertise  extensively 
through  these  media,  residents  of  all  four  counties  are 
fully  informed  of  the  availability  and  services  of  all 
financial  institutions  in  the  Little  Rock  area 

The  connecting  highways  between  all  four  counties  of 
the  Little  Rock  SMSA  are  excellent  There  are  major 
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interstate  and  other  highways  connecting  Little  Rock 
with  all  major  towns  located  in  all  four  counties  of  the 
SMSA.  Traffic  counts  of  the  average  daily  use  of  those 
highways  indicate  a  high  degree  of  travel  between 
Little  Rock  and  the  rest  of  the  SMSA 

In  light  of  the  above  factual  analysis  and  the  analysis 
by  OMB,  the  Office  believes  that  the  relevant  geo¬ 
graphic  market  for  the  proposed  merger,  as  defined 
by  the  Supreme  Court  in  the  Philadephia  National 
Bank  case,  is  that  area  which  constitutes  the  recently 
redesignated  Little  Rock  SMSA — Pulaski,  Saline,  Lon¬ 
oke,  and  Faulkner  counties.  While  the  Supreme  Court 
has  noted  that  SMSAs  are  not  necessarily  the  relevant 
geographic  market  in  bank  merger  cases  (see  United 
States  v.  Connecticut  National  Bank,  419  U  S  656, 
670-71  (1974)),  in  this  case,  for  the  reasons  dis¬ 
cussed  above,  we  find  the  current  SMSA  to  accurately 
depict  the  area  in  which  “the  effect  of  the  merger  on 
competition  will  be  direct  and  immediate.” 

The  relevant  line  of  commerce  for  evaluating  mergers 
between  commercial  banks  has  been  held  to  be  the 
“cluster  of  services  provided  by  commercial  banks." 
United  States  v.  Connecticut  National  Bank,  419  U.S. 
656,  664  (1974).  However,  it  does  not  necessarily 
follow  that  only  commercial  banks,  among  all  types  of 
financial  institutions,  offer  this  discrete  product  line. 
For  instance,  the  Supreme  Court  has  stated: 

We  do  not  say,  and  Phillipsburg  National  Bank, 
supra,  and  Philadelphia  National  Bank,  supra, 
do  not  say,  that  in  a  case  involving  a  merger  of 
commercial  banks  a  court  may  never  consider 
savings  banks  and  commercial  banks  as  operat¬ 
ing  in  the  same  line  of  commerce,  no  matter  how 
similar  their  services  and  economic  behavior.  At 
some  stage  in  the  development  of  savings  banks 
it  will  be  unrealistic  to  distinguish  them  from 
commercial  banks  for  purposes  of  the  Clayton 
Act  ...  .  (Id.  at  666.) 

In  two  recent  decisions  of  this  Office,  the  Comptroller 
determined  that,  at  least  in  the  state  of  Connecticut, 
savings  and  commercial  banks  do  operate  in  the 
same  line  of  commerce.2 

The  same  rationale  as  stated  in  the  Connecticut  Na¬ 
tional  Bank  case  and  relied  upon  in  the  two  Connecti¬ 
cut  merger  decisions  of  the  Comptroller  applies  as 
equally  to  savings  and  loan  associations  (S&Ls)  as  it 
does  to  savings  banks.  That  is,  at  some  stage  in  their 


2  Decision  of  the  Comptroller  of  the  Currency  on  the  Application  to 
Merge  the  Connecticut  Bank  and  Trust  Company  Hartford .  Con¬ 
necticut ,  December  1,  1982,  Decision  of  the  Comptroller  of  the 
Currency  on  the  Application  to  Merge  the  Connecticut  National 
Bank  and  Trust  Company ,  Hartford.  Connecticut,  March  26,  1982 


development  it  will  be  unrealistic  to  distinguish  S&Ls 
from  commercial  banks  for  purposes  of  the  Clayton 
Act. 

It  is  the  opinion  of  this  Office  that,  at  least  in  the  Little 
Rock  area  of  the  state  of  Arkansas,  S&Ls  have  devel¬ 
oped  into  substantial  competitors  of  commercial 
banks  As  such,  they  should  be  included  in  the  line  of 
commerce  definition.3 

Thrift  institutions  are  currently  a  major  competitive 
force  in  the  relevant  geographic  market  Among  all 
commercial  banks  and  S&Ls  in  the  market,  First 
Federal  S&L  and  Savers  Federal  S&L  are  the  second 
and  third  largest  institutions  with  market  shares,  as 
measured  by  percentage  of  total  deposits,  of  114  and 
9.6  percent  respectively.4  The  S&Ls'  share  of  market 
deposits  has  increased  steadily  from  one-fifth  in  1960 
to  approximately  one-third  in  1983 

Thrifts  in  the  Little  Rock  area  have  branched  exten¬ 
sively.  Furthermore,  the  services  available  at  area 
S&Ls  are  nearly  equivalent  to  the  services  available  at 
area  commercial  banks.  This  is  particularly  true,  as 
discussed  below,  in  light  of  the  recent  authority  grant¬ 
ed  to  S&Ls  to  engage  in  commercial  lending  activities 
The  services  currently  being  offered  by  S&Ls  in  the 
relevant  geographic  market  include  checking  (NOW) 
accounts,  savings  accounts,  direct  deposit  service, 
lines  of  credit  (overdraft  privileges),  'bank''  cards  (e  g 
VISA),  cashiers  checks,  ATM  cards,  safe  deposit 
boxes,  international  wire  transfers,  certificates  of  de¬ 
posit,  IRA  accounts,  repurchase  agreements  (com¬ 
mercial  and  retail),  mortgage  loans,  personal  loans, 
construction  loans,  investment  counseling,  and  out-of- 
town  ATM  access. 

However,  our  analysis  would  be  incomplete  were  we 
to  view  S&Ls  as  competitors  only  in  the  above  listed 
services.  As  stated  in  our  Connecticut  National  Bank 
merger  decision  (supra,  n.2) 

Whether  thrift  institutions  should  be  included  in 
the  relevant  line  of  commerce  for  a  particular 
merger  must  turn  upon  a  case-by-case  analysis 
of  the  role  of  thrifts  in  the  relevant  geographic 
market  at  issue  Appropriate  factors  to  be  con- 


3  This  decision  is  consistent  with  the  Comptroller  s  recent  decision 
on  the  application  to  merge  United  Kentucky  Bank  Inc  into  Liberty 
National  Bank  and  Trust  Company  of  Louisville  In  that  decision  the 
Comptroller  determined  that  S&Ls  are  substantial  competitors  of 
commercial  banks  in  the  Louisville  Kentucky  market  and  that  they 
should  appropriately  be  included  in  the  line  of  commerce  definition 
See,  Decision  of  the  Comptroller  of  the  Currency  on  the  Application 
to  Merge  United  Kentucky  Bank  Inc  ,  Louisville,  Kentucky  Noven 
ber  18  1982 

4  Based  on  total  deposits  as  of  September  30  1982 


siaerea  in  such  an  analysis  would  include  the 
degree  to  which  thrifts  are  legally  empowered  to 
offer  services  and  combinations  of  services 
which  are  similar  to  those  offered  by  commercial 
banks  the  degree  to  which  they  are  presently 
offering  such  services,  and  the  extent  to  which 
they  are  likely  to  offer  such  services  in  the  future. 

(Id  at  1 1  ) 

As  a  result  of  recent  federal  legislation,5  S&Ls  may 
now  put  up  to  5  percent  of  their  assets  into  commercial 
loans  In  January  1984.  that  amount  increases  to  10 
percent  In  addition  to  this  5  to  10  percent  general 
commercial  authority,  S&Ls  have  been  granted  further 
authority  to  place  up  to  90  percent  of  their  assets  into 
specific  types  of  loans  which  constitute  what  might 
typically  be  considered  as  commercial  loans.6  While 
there  are  no  figures  presently  available  on  the  amount 
of  S&L  entry  into  this  area,  every  indication,  as  ex¬ 
plained  below,  is  that  S&Ls  will  aggressively  exercise 
this  new  power 

The  rationale  for  granting  S&Ls  their  new  commercial 
lending  authority  was  to  provide  them  with  some  relief 
from  their  historical  mismatch  of  assets  and  liabilities. 
S&Ls  typically  held  fixed  rate  long  term  assets  (con¬ 
sumer  mortgages)  and  short  term  liabilities  (passbook 
accounts)  The  result  was  widespread  losses  when 
the  cost  of  attracting  new  funds  far  exceeded  the 
return  on  existing  assets.  Thrifts'  new  commercial 
authority  will  allow  them  to  make  short  term  variable 
rate  commercial  loans  more  in  line  with  the  nature  of 
their  liabilities.  Just  as  Congress  recognized  the  need 
for  this  commercial  authority  to  the  S&Ls,  so  too  do  the 
S&Ls  themselves  This  new  authority  will  better  enable 
S&Ls  to  match  their  assets  with  their  liabilities.  As 
such,  S&Ls  have  a  strong  economic  incentive  to  use 
this  new  authority. 

The  supplemental  economic  analysis  filed  by  the 
applicants  contains  testimonials  from  S&L  officers  in 
the  Little  Rock  area  that  they  intend  to  exercise  their 


Title  III  Depository  Institutions  Act  of  1982  Pub  L  97-320 

October  15  1982 

*  Accord  ng  to  the  General  Counsel  of  the  Federal  Home  Loan  Bank 

Board 

Garn-St  Germain  essentially  gave  S&Ls  a  very  valuable  charter 
n  giving *  *hem  the  ability  to  en|oy  the  benefits  of  deregulation 
and  diversification  and  for  example  make  commercial  loans 
jp  ’o  90%  of  assets  10%  m  general  commercial  lending  40% 
ere  a  construction  lending,  30%  in  inventory  financing 
and  floor  piann  ng  for  dealers  of  consumer  goods  and  10%  for 
equipment  leasing  I  would  venture  to  guess  that  most  com- 
c  a  oanxs  '-a/c  a  portfolio  that  probably  looks  essentially 
like  that 

r  'c'v  ew  with  Tom  / ahanian  Insight  1983  See  also  Decision  of  the 

'./  on  the  Application  to  Merge  National 

Bar*  of  Oxford  n 


new  commercial  lending  authority  to  the  full  extent 
permissible.  In  this  regard,  area  S&Ls  also  have 
announced  that  they  have  already  hired  experienced 
commercial  bank  lending  officers  to  assist  in  rapidly 
entering  into  the  commercial  lending  area  And,  the 
large  size  of  many  of  the  area  S&Ls  indicates  both 
their  ability  to  successfully  enter  this  arena  and  to 
capture  a  significant  share  of  the  available  commer¬ 
cial  lending  activity. 

The  entry  of  Little  Rock  S&Ls  into  the  commercial 
lending  area  is  significant  even  though  their  presence 
in  the  activity  currently  may  be  slight.  The  situation  is 
analogous  to  the  situation  existing  between  commer¬ 
cial  banks  and  savings  banks  in  Connecticut  just  last 
year.  As  was  noted  in  the  Connecticut  Bank  and  Trust 
decision  {supra,  n.  2)  in  analyzing  the  situation  then 
existing  in  Connecticut: 

All  the  above  figures  are  but  a  mere  suggestion 
of  the  likely  level  of  competition  between  Con¬ 
necticut  savings  banks  and  commercial  banks  in 
the  reasonably  foreseeable  future.  Savings 
banks  will  continue  to  expand  their  commercial 
and  industrial  loan  portfolios  to  the  full  extent 
permitted  by  existing  law:  with  their  present 
assets,  they  will  be  able  to  make  a  substantial 
portion  of  the  total  of  such  loans  made  by  all 
financial  institutions.  That  savings  banks  have 
yet  to  win  a  large  market  share  is  not  highly 
significant  Rather,  our  focus  must  be  upon  the 
effects  of  saving  banks’  activities  on  any  attempt 
by  commercial  banks  to  exercise  market  power 
in  the  relevant  markets,  i.e.,  their  effect  on  the 
margin  of  banking  service  competition.  In  that 
light,  it  is  clear  that  although  their  market  share  in 
many  services  is  not  presently  large,  the  acceler¬ 
ating  activity  of  Connecticut  savings  banks  in  the 
traditional  commercial  banking  services  will  sig¬ 
nificantly  affect  the  pricing  behavior  of  commer¬ 
cial  banks. 

We  are  confident  that  this  new  marketing  activity 
will  continue  to  accelerate.  Savings  banks  in 
Connecticut  have  both  the  motivation  and  the 
capacity  to  continue  their  rapid  diversification 
into  services  traditionally  offered  only  by  com¬ 
mercial  banks.  Recent  events  have  demonstrat¬ 
ed  the  hazards  in  funding  long-term  fixed-rate 
assets  (once  the  mainstay  of  savings  banks)  by 
short-term  liabilities.  Accordingly,  savings  banks 
have  a  strong  incentive  to  reduce  their  interest 
rate  risk  by  increasing  their  proportion  of  interest 
rate  sensitive  assets,  such  as  commercial  loans 
(Id.  at  5.) 

In  light  of  the  above  analysis,  it  is  the  opinion  of  this 
Office  that  S&Ls  in  the  Little  Rock  market  must  proper¬ 
ly  be  included  in  the  relevant  line  of  commerce 


In  its  report  in  response  to  the  applicants'  original 
economic  analysis,  the  DOJ  suggested  that  S&Ls  be 
included  in  the  product  market  at  a  maximum  of  5 
percent  of  their  assets  since  they  are  limited,  until  the 
end  of  1983,  to  investing  in  commercial  loans  to  5 
percent  of  assets.  While  this  suggestion  appears 
somewhat  reasonable  on  the  surface,  a  review  of  the 
economic  realities  present  shows  this  approach  to  be 
unrealistic.  The  applicants’  supplemental  economic 
analysis  cites  1981  FDIC  statistics  as  establishing  that 
Arkansas  commercial  banks  have  placed  only  17 
percent  of  their  assets  into  commercial  loans,  Thus, 
using  the  DOJ  suggestion,  commercial  banks  should 
be  included  in  the  line  of  commerce  only  to  the  extent 
of  17  percent  of  their  assets.  Such  a  suggestion  has 
never  been  adopted  before  and  indeed  does  not 
appear  to  be  proper  in  the  present  situation.  Further¬ 
more,  the  applicants  estimate  that,  based  on  1981 
FDIC  Bank  Operating  Statistics,  nationally,  commer¬ 
cial  banks  presently  put  only  5  to  7  percent  of  their 
assets  into  commercial  loans  to  the  locally  limited 
customer.  In  contrast,  S&Ls  are  expected  to  make  a 
much  higher  percentage  of  their  loans  to  such  cus¬ 
tomers.7 

Accordingly,  the  relevant  line  of  commerce  for  consid¬ 
eration  of  the  proposed  merger  includes  all  commer¬ 
cial  banks  and  S&Ls  in  the  geographic  market. 

The  Little  Rock  SMSA  contains  21  commercial  banks 
and  10  S&Ls  with  deposits  in  local  offices  ranging  from 
$492  million  (Worthen  Bank  &  Trust  Co.)  to  $2.5  million 
(First  Federal  Savings  &  Loan  Assn.,  Hot  Springs).8 
CNB  ranks  fourth  in  size  in  terms  of  deposits  held  at 
offices  within  the  SMSA  with  $279  million  and  FNB 
ranks  sixth  with  $267  million  in  total  deposits.  CNB 
holds  8.7  percent  of  such  deposits  while  FNB  holds 
8.3  percent. 

Consummation  of  the  merger  would  not  have  a  signifi¬ 
cantly  adverse  effect  upon  competition  in  light  of  the 
competition  provided  by  other  commercial  banks  and 
S&Ls  and  in  light  of  the  relative  size  of  the  merging 
banks  and  their  combined  share,  only  17  percent,  of 
deposits  held  at  offices  within  the  SMSA.  The  Little 
Rock  SMSA  would  remain  a  highly  competitive  mar¬ 
ket.9 


7  This  conclusion  is  even  more  convincing  when  one  considers  that 
the  actual  S&L  commercial  lending  authority  is  90  percent  of  assets 
as  explained  in  note  6.  supra  To  the  extent  that  the  DOJ  suggestion 
assumes  a  5  percent  limitation,  it  is  invalid 

8  All  commercial  bank  figures  are  as  of  June  30,  1982  All  S&L 
figures  are  current  as  of  September  30,  1982 

9  The  resulting  institution  would  rank  fourth  in  size  among  depository 
financial  institutions  with  a  presence  in  the  geographic  market  The 
competitive  factors  report  submitted  by  DOJ  states  that  the  resulting 
institution  would  be  the  largest  in  the  area  This  conclusion  is  based 
only  upon  the  amount  of  deposits  which  financial  institutions  actually 


The  Herfindahl-Hirschman  Index  (HHI),  computed  on 
the  basis  of  deposits  held  at  banks  and  S&Ls  in  the 
relevant  market,  is  760  before  the  proposed  merger 
and  the  post-merger  HHI  is  904— an  increase  of  144 
Such  figures  indicate  that  the  market  presently  is  and 
will  remain  highly  competitive  after  the  merger  This 
conclusion  is  also  consistent  with  the  DOJ  merger 
guidelines  issued  on  June  14,  1982  Those  guidelines 
state  that  markets  with  a  post-merger  HHI  below  1000 
may  generally  be  considered  to  be  unconcentrated 
and  implicit  coordination  among  financial  institutions 
is  likely  to  be  difficult. 

Since  the  structural  analysis  indicates  that  the  market 
is  highly  competitive  and  will  continue  to  remain  so. 
our  analysis  need  proceed  no  further  However,  in  the 
present  situation  there  also  exist  nonstructural  data 
which  further  establish  the  competitive  nature  of  the 
market  especially  in  terms  of  future  competition 

Arkansas  has  long  been  an  unattractive  market  for 
new  local  lenders  and  out-of-state  lenders.  The  reason 
for  this  was  Arkansas’  burdensome  usury  laws,  which 
historically  limited  the  maximum  interest  rate  to  be 
charged  on  any  loan  to  10  percent  Furthermore,  the 
penalty  for  violation  of  the  law  was  forfeiture  of  the 
lenders  entire  principal.  Obviously,  these  restrictive 
provisions  limited  the  attractiveness  of  Arkansas  to 
both  local  lenders  and  out-of-state  lenders. 

In  November  1982,  Arkansas  voters  passed  an 
amendment  to  the  State  Constitution  which  eliminated 
the  harsh  provisions  of  the  state  usury  law.  The  usury 
rate  in  Arkansas  (effective  November  1982)  has  risen 
from  a  flat  10  percent  rate  to  a  rate  of  5  percent  over 
the  Federal  Reserve  Discount  rate  The  penalty  has 
been  reduced  from  forfeiture  of  principal  to  forfeiture 
of  twice  the  interest  amount  The  effect  of  this  amend¬ 
ment  will  be  to  attract  more  lending  in  Arkansas  from 
both  local  and  out-of-state  lenders.  In  fact,  the  appli¬ 
cants’  supplemental  economic  analysis  contains  data 
from  both  local  and  out-of-state  lenders  who  have 


receive  from  the  Little  Rock  SMSA  However,  as  the  applicants 
supplemental  economic  analysis  points  out.  to  the  extent  that 
resources  can  be  diverted  from  one  market  to  another,  the  competi¬ 
tive  ability  of  a  financial  institution,  and  hence  its  market  power,  can 
be  measured  by  its  total  deposit  base  regardless  of  where  these 
deposits  originate  Thus,  the  fact  that  a  financial  institution  actually 
present  in  Little  Rock  draws  some  of  its  deposits  from  outside  the 
Little  Rock  SMSA  in  no  way  diminishes  its  size  and  effectiveness  as 
a  competitor  of  the  applicant  banks  Accordingly  based  upon  the 
total  deposit  base  of  financial  institutions  present  in  the  Little  Rock 
area,  the  post-merger  institution  will  rank  fourth  in  size  behind  First 
Federal  Savings  and  Loan  Assn  First  South  Federal  Savings  and 
Loan  Assn  ,  and  First  Arkansas  Bankstock  Corporation 
This  conclusion  is  consistent  with  the  Comptroller's  findings  m  the 
National  Bank  of  Oxford  merger  decision,  note  6.  supra  See  also  2 
P  AREEDA  &  D  TURNER.  ANTITRUST  LAW  f  523,  pp  358-59,  W 
Landes  &  R  Posner,  Market  Power  in  Antitrust  Cases  94  Harv  L 
Rev  937  at  963-67  (1981) 
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expressed  a  willingness  and  ability  to  increase  their 
loans  in  Arkansas  as  a  result  of  the  recent  amendment 
to  the  state  usury  aw  Such  a  result  can  only  lead  to 
ncreased  competition  in  a  market  already  established 
as  highly  competitive 

A  final  matter  which  needs  discussion  is  the  sugges¬ 
tion  by  DOJ  in  its  competitive  factors  reports  that  the 
relevant  product  market  should  be  divided  into  "retail'' 
banking  services  (i.e.,  consumer)  and  ‘"wholesale’' 
banking  services  {i.e.,  commercial).  Employing  such 
an  analysis,  DOJ  concludes  that  the  "‘wholesale’' 
product  market  is  highly  concentrated.  To  reach  this 
conclusion,  DOJ  limits  its  inquiry  to  the  applicants' 
commercial  loan  portfolios  and  those  of  other  local 
lending  institutions. 

A  fallacy  with  this  approach  is  its  failure  to  take  into 
account  the  large  number  of  out-of-area  lenders  pres¬ 
ent  in  the  commercial  loan  market.  A  survey  conduct¬ 
ed  by  the  applicants  of  over  100  substantial  local 
borrowers  in  the  commercial  loan  market  indicated 
that  the  majority  of  commercial  loans  to  local  borrow¬ 
ers  were  made  by  out-of-area  lenders.  (With  the  recent 
amendments  to  Arkansas'  usury  laws,  the  number  of 
out-of-area  lenders  competing  in  the  market  should 
increase  even  more.)  Accordingly,  if  we  were  to  divide 
the  product  market  into  retail  and  wholesale  compo¬ 
nents,  the  wholesale  market  would  by  necessity  need 
to  include  out-of-area  lenders  whose  availability  to 
local  commercial  borrowers  is  clearly  evident.  Even  if 
we  were  to  accept  such  a  “wholesale"  market  as 
reliable,  which  we  are  unwilling  to  do,  this  market 
would  be  enormous  and  obviously  would  be  only 
slightly  affected,  from  a  competitive  standpoint,  by  the 
merger  of  CNB  and  FNB. 

Neither  this  Office  nor  DOJ  has  ever  before  suggested 
using  a  geographic  market  in  a  bank  merger  case 
which  would  of  necessity  encompass  a  national  mar¬ 
ket  Since  "wholesale'  borrowers  in  the  Little  Rock 
area  have  a  demonstrated  actual  use  of  out-of-state 
lenders  such  lenders  would  need  to  be  included  in 
the  relevant  market  The  obvious  result  of  such  a 
market  would  be  to  reduce  the  competitive  concerns 
of  nearly  any  bank  merger  (and  certainly  of  the  pre¬ 
sent  merger)  to  a  nullity  This  Office  is  unwilling  to 
accept  the  suggestion  that  such  a  market  could  be  of 
any  assistance  in  reviewing  a  bank  merger  applica¬ 
tion 

'he  Bank  Merger  Act  requires  this  Office  to  consider 
the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions, 
and  'he  cor  /emence  and  needs  of  the  community  to 
beserved  fhefir  incial  and  managerial  resources  of 
both  CNB  arid  FNB  are  satisfactory  and  the  future 


prospects  of  the  combined  entity  are  good  The  merg¬ 
er  will  provide  the  combined  bank  with  greater  finan¬ 
cial  and  managerial  resources  and  will  result  in  the 
bank  being  better  able  to  serve  the  financial  needs  of 
the  community.  The  combined  entity  will  have  broader 
branch  coverage  and  will  be  in  a  better  position  to 
develop  innovative  banking  services  to  respond  to  the 
initiatives  of  competitors. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
bank  regulatory  responsibilities  revealed  no  evidence 
that  the  applicants’  records  of  helping  to  meet  the 
credit  needs  of  their  communities,  including  low  and 
moderate  income  neighborhoods,  are  less  than  satis¬ 
factory. 

This  decision  is  the  prior  written  approval  required  by 
the  Bank  Merger  Act  for  the  applicants  to  proceed  with 
the  proposed  merger. 

May  27,  1983 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

Applicant,  the  only  banking  subsidiary  of  Commercial 
Bankstock,  Inc  .  has  12  offices  in  Little  Rock  and  one 
office  in  Maumelle  New  Town.  As  of  June  30,  1982, 
Applicant  had  total  assets  of  $380.0  million  and  total 
deposits  of  $279.8  million,  including  IPC  demand 
deposits  of  $95.6  million. 

Bank,  the  only  subsidiary  of  First  National  Bancshares, 
Inc.,  has  12  offices  in  Little  Rock.  As  of  June  30,  1982, 
Bank  had  total  assets  of  $435.5  million  and  total 
deposits  of  $267.1  million,  including  IPC  demand 
deposits  of  $82.2  million. 

The  merging  institutions  compete  in  the  provision  of 
various  banking  services  for  individuals  and  business 
establishments.  “Retail”  banking  services  are  those 
provided  to  individual  consumers  by  depository  insti¬ 
tutions.  Among  these  services  are  transaction  ac¬ 
counts,  time  and  savings  accounts,  consumer  loans, 
and  residential  mortgage  loans.  “Wholesale"  banking 
refers  generally  to  the  services  provided  to  business 
or  commercial  customers  by  depository  institutions. 
Among  these  services  are  demand  deposit  accounts, 
time  and  savings  accounts,  and  commercial  loans  As 
discussed  below,  analysis  of  wholesale  banking  (and 
particularly  commercial  loans)  is  especially  important 
to  our  conclusion  because  Arkansas’  usury  law  has 
drastically  reduced  commercial  lending  in  Arkansas 
by  nonbank  lenders  and  out-of-state  bank  lenders 

Bank  and  Applicant  are  located  in  Little  Rock,  the 
governmental  and  commercial  center  of  central  Ar¬ 
kansas  According  to  Applicant’s  Economic  Brief,  23 


of  the  28  largest  employers  and  four  of  the  nine  largest 
retail  centers  in  Pulaski  County  are  located  in  Little 
Rock.  The  Economic  Brief  also  states  that  four  of  the 
28  largest  employers  and  four  of  the  nine  largest  retail 
centers  in  Pulaski  County  are  located  in  North  Little 
Rock,  a  city  with  a  population  of  64,419,  located 
adjacent  to  Little  Rock.  Although  the  two  cities  are 
separate  municipal  entities,  they  form  a  single  com¬ 
mercial  area  and  banking  market. 

According  to  the  Economic  Brief,  there  is  significant 
commercial  interaction  between  the  Little  Rock/North 
Little  Rock  area  and  several  nearby  communities 
including  Jacksonville  in  Pulaski  County  (14  miles  from 
Little  Rock),  Benton  in  Saline  County  (24  miles  from 
Little  Rock),  and  Cabot  in  Lonoke  County  (20  miles 
from  Little  Rock).  These  cities  are  connected  with  the 
Little  Rock  area  by  direct  and  well-maintained  high¬ 
ways.  A  substantial  amount  of  the  Saline  and  Lonoke 
County  labor  force  commutes  daily  into  the  Little  Rock 
area.  In  addition,  Little  Rock's  four  television  stations 
and  15  major  radio  stations  on  which  several  of  the 
banks  and  savings  and  loan  associations  (S&Ls)  in  the 
area  advertise  cover  this  five-city  area.  The  five-city 
area  described  above  corresponds  generally  to  the 
Ranally  Metropolitan  Area  (RMA)  for  Little  Rock. 

These  factors  suggest  that  a  geographic  market 
broader  than  the  cities  of  Little  Rock  and  North  Little 
Rock  may  be  appropriate.  Thus,  the  relevant  geo¬ 
graphic  market  for  analyzing  the  competitive  effects  of 
the  proposed  merger  is  approximated  by  the  RMA. 

The  market  area  has  15  banks  and  six  S&Ls.1  These 
institutions  operate  a  total  of  97  offices  with  total 
deposits  of  $2.78  billion.  Applicant  is  the  second 
largest  bank  and  fourth  largest  depository  institution  in 
the  area  with  total  deposits  of  $279.8  million  represent¬ 
ing  approximately  1 4  percent  of  the  total  deposits  held 
by  banks  and  almost  10  percent  of  the  deposits  held 
by  banks  and  S&Ls.  Bank  is  the  fourth  largest  bank 
and  sixth  largest  depository  institution  in  the  area  with 
total  deposits  of  $267.1  million  representing  approxi¬ 
mately  14  percent  of  the  deposits  held  by  banks  and 
over  9  percent  of  the  total  deposits  held  by  banks  and 
S&Ls. 

The  four-firm  concentration  ratio  of  total  deposits  held 
by  banks  and  S&Ls  in  the  area  is  50  percent  and  the 
Herfindahl-Hirschman  Index  (HHI)  is  925.  The  pro¬ 
posed  merger  would  raise  the  four-firm  concentration 


1  First  American  National  Bank  of  North  Little  Rock  has  applied  to 
the  Comptroller  of  the  Currency  for  approval  to  acquire  Arkansas 
Federal  Savings  and  Loan  Association,  which  is  converting  to  a 
national  bank  For  purposes  of  this  analysis  Arkansas  Federal's 
total  deposits  of  $36.2  million  have  been  added  to  those  of  First 
American  National  Bank 


ratio  to  59  percent,  and  increase  the  HHI  by  246  points 
to  1171.  The  resulting  bank  organization  would  be  the 
largest  depository  institution  in  the  area  with  19  per¬ 
cent  of  total  deposits  held  by  banks  and  S&Ls 

The  four-firm  concentration  ratio  of  total  deposits  held 
by  banks  only  is  66  percent  and  the  HHI  is  1335  The 
proposed  merger  would  raise  the  four-firm  concentra¬ 
tion  ratio  to  74  percent,  and  increase  the  HHI  by  377 
points  to  1712  The  resulting  banking  organization 
would  have  27  percent  of  total  deposits  held  by  banks 
Applicant  is  the  second  largest  commercial  lender  in 
the  market  with  about  21  percent  of  commercial  loans 
Bank  ranks  third  in  commercial  loans  with  about  14 
percent.  The  four-firm  concentration  ratio  of  commer¬ 
cial  loans  is  73  percent  and  the  HHI  is  1515  The 
proposed  merger  would  raise  the  four-firm  ratio  to  79 
percent  and  the  HHI  to  2101,  an  increase  of  586 
points.  The  competitive  effects  of  the  merger  for 
wholesale  customers  would  appear  to  be  much  great¬ 
er  than  for  retail  customers. 

The  recently  enacted  Garn-St  Germain  Depository 
Institutions  Act  of  1982  allows  S&Ls  to  make  commer¬ 
cial  loans  totaling  up  to  5  percent  of  their  total  assets 
through  1983.  Applicant  suggests  this  additional  ca¬ 
pacity  should  be  considered  in  measuring  present 
concentration  levels  for  commercial  loans.2  Data  sub¬ 
mitted  by  Applicant  state  that  5  percent  of  the  total 
assets  of  all  S&Ls  in  the  market  is  $51  9  million 
Assuming  arguendo  that  all  of  these  S&Ls  offer  the 
maximum  permissible  commercial  loans  within  a  rea¬ 
sonable  time,  a  calculation  of  market  shares  including 
this  full  S&L  capacity  and  bank  lending  capacity  does 
not  significantly  change  the  market  share  analysis  In 
fact,  however,  it  is  highly  unlikely  that  all  S&Ls  will 
make  commercial  loans  up  to  their  full  capacity  in  the 
near  future. 

New  entry  into  wholesale  banking  in  this  market  by 
S&Ls,  banks,  or  even  commercial  finance  companies 
will  not  substantially  change  the  competitive  effects  of 
this  merger.  State  law  permits  only  countywide 
branching  by  banks  within  the  city  in  which  their  home 
offices  are  located  or  into  other  incorporated  cities  not 
having  any  main  office  of  a  chartered  bank  Only  four 
commercial  banks  have  been  chartered  in  the  area 
since  1960.  and  only  one  new  bank  has  been  char¬ 
tered  in  the  past  5  years.3  Although  Arkansas  law  does 
not  restrict  branching  by  S&Ls,  no  S&L  has  entered 


2  See  Department  of  Justice,  Merger  Guidelines  10  (1982)  (firms 
that  can  use  existing  facilities  to  provide  the  relevant  product  within 
6  months  should  be  included  in  the  product  market) 

3  The  National  Bank  of  Arkansas  in  North  Little  Rock  opened  in 
January  1981  As  of  June  30  1982.  this  bank  had  only  $13  million  in 
total  deposits  5  percent  of  deposits  held  by  banks  and  S&Ls  in  the 
market  The  other  three  banks  were  chartered  in  1966  1967  and 
1970  respectively 
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the  area  ae  novo  in  the  past  10  years  Two  S&Ls 
entered  the  area  through  mergers  in  1981 

Moreover,  until  recently  a  usury  provision  in  the  Arkan¬ 
sas  constitution  limited  the  maximum  interest  rate  to 
be  charged  on  any  loan  to  10  percent  and  imposed 
severe  penalties  for  violation  of  the  limit.  These  loan 
restrictions  have  caused  a  substantial  reduction  in 
lending  in  Arkansas  by  institutions  such  as  commer¬ 
cial  finance  companies  and  out-of-state  banks.4 


4  The  Monetary  Control  Act  of  1980  permanently  preempts  Arkan¬ 
sas  usury  law  with  respect  to  loans  collateralized  by  first  liens  on 
residential  real  property  and  permits,  until  April  1,  1983,  the  interest 
charged  on  business  and  agricultural  loans  over  $1000  to  be  set  at 
up  to  5  percent  over  the  Federal  Reserve  discount  rate  Telephone 
interviews  with  several  representatives  of  the  Little  Rock  business 
community  commercial  finance  companies,  and  out-of-state  banks 
indicate  however  that  the  federal  override  has  not  resulted  in 
significant  new  entry  into  either  the  commercial  or  the  retail  loan 
markets  for  small  businesses  and  individuals 


On  November  2,  1982,  Arkansas  voters  amended  the 
state  constitution  to  relax  the  usury  provisions.  The 
new  constitutional  provision  increases  the  maximum 
business  loan  rate  from  a  fixed  10  percent  to  5  percent 
over  the  Federal  Reserve  discount  rate  and  reduces 
the  penalty  for  usury  from  complete  forfeiture  of  princi¬ 
pal  to  forfeiture  of  twice  the  amount  of  interest  paid 
The  new  usury  law  may  result  in  increased  commercial 
lending  in  the  market  area  by  out-of-state  banks  and 
commercial  finance  companies.  This  new  entry  is  too 
speculative,  however,  to  change  the  competitive  anal¬ 
ysis  of  this  merger  substantially. 

The  proposed  transaction  will  eliminate  direct  compe¬ 
tition  and  substantially  increase  concentration  of 
banking  services  especially  to  small  commercial  en¬ 
terprises  within  the  relevant  geographic  market. 
Therefore,  we  conclude  that  this  merger  will  have  a 
significantly  adverse  effect  on  competition. 


*  *  * 


METRO  BANK, 

Midland,  Tex.,  and  Mid-Cities  National  Bank,  Midland,  Tex. 


Names  of  banks  and  type  of  transaction 


Metro  Bank,  Midland,  Tex.,  with . 

was  purchased  July  31,  1983,  by  Mid-Cities  National  Bank,  Midland,  Tex.  (17874),  which  had 
After  the  purchase  was  effected  the  receiving  bank  had  . 


Total  assets* 


Banking  offices 

In  To  be 

operation  operated 


$33,607,000  1  _ 

1,500,000  0  _ 

_  1 


COMPTROLLER'S  DECISION 

On  July  31 .  1983,  application  was  made  to  the  Comp¬ 
troller  of  the  Currency  for  prior  written  approval  for 
Mid-Cities  National  Bank,  Midland,  Tex.  (Assuming 
Bank),  to  purchase  certain  of  the  assets  and  assume 
certain  of  the  liabilities  of  Metro  Bank,  Midland,  Tex. 
(Metro). 

On  July  29.  1983,  Metro  was  a  state  bank,  operating 
through  one  office,  with  deposits  of  approximately  $29 
million  At  the  close  of  business  on  July  29,  1983, 
Metro  was  declared  insolvent  by  the  Commissioner  of 
Banking  of  the  State  of  Texas.  It  was  placed  in 
receivership,  with  the  Federal  Deposit  Insurance  Cor¬ 
poration  acting  as  receiver  The  present  application  is 
based  upon  an  agreement,  which  is  incorporated 
herein  by  reference,  by  which  the  Federal  Deposit 
Insurance  Corporation,  as  receiver,  and  Assuming 
Bank  have  agreed  that  Assuming  Bank  will  purchase 


•  Asset  f  gufes  are  from  the  organizing  information  for  the  organizing 
Oank  ard  from  the  June  30  1983  report  of  condition  for  the 
operaring  can/  nformation  as  of  date  of  consummation  was  not 

a /a  ar,  e  at  press  t  me 


certain  of  the  assets  and  assume  certain  of  the  liabil¬ 
ities  of  Metro.  For  the  reasons  stated  hereafter,  As¬ 
suming  Bank's  application  is  approved,  and  the  pur¬ 
chase  and  assumption  transaction  may  be  consum¬ 
mated  immediately. 

Under  the  Bank  Merger  Act,  12  USC  1828(c),  the 
Comptroller  cannot  approve  an  assumption  transac¬ 
tion  which  would  have  certain  proscribed  anticompeti¬ 
tive  effects  unless  he  finds  these  anticompetitive  ef¬ 
fects  to  be  clearly  outweighed  in  the  public  interest  by 
the  probable  effect  of  the  transaction  in  meeting  the 
convenience  and  needs  of  the  community  to  be 
served. 

Additionally,  the  Comptroller  is  directed  to  consider 
the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions, 
and  the  convenience  and  needs  of  the  community  to 
be  served  When  necessary,  however,  to  prevent  the 
evils  attendant  upon  the  failure  of  a  bank,  the  Comp¬ 
troller  can  dispense  with  the  standards  applicable  to 
usual  acquisition  transactions  and  need  not  consider 
reports  on  the  competitive  effects  from  the  conse- 


quences  of  the  transaction  ordinarily  solicited  from  the 
Department  of  Justice  and  other  banking  agencies. 
He  is  authorized  in  such  circumstances  to  act  immedi¬ 
ately  in  his  sole  discretion  to  approve  such  a  transac¬ 
tion  and  to  authorize  its  immediate  consummation. 

The  proposed  transaction  will  prevent  disruption  of 
banking  services  to  the  Midland  community.  Assum¬ 
ing  Bank  has  sufficient  financial  resources  to  absorb 
Metro  and  to  enhance  the  banking  services  available 
in  the  Midland  banking  market. 

The  Comptroller  finds  that  the  proposed  transaction 
will  not  result  in  a  monopoly,  or  be  in  furtherance  of 
any  combination  or  conspiracy  to  monopolize  or  at¬ 
tempt  to  monopolize  the  business  of  banking  in  any 
part  of  the  United  States,  and  that  the  anticompetitive 


effects  of  the  proposed  transaction,  if  any,  are  clearly 
outweighed  in  the  public  interest  by  the  probable 
effect  of  the  proposed  transaction  in  meeting  the 
convenience  and  needs  of  the  community  to  be 
served  The  Comptroller  further  finds  that  the  failure  of 
Metro  requires  him  to  act  immediately,  as  contemplat¬ 
ed  by  the  Bank  Merger  Act,  to  prevent  disruption  of 
banking  services  to  the  community  The  Comptroller 
thus  waives  publication  of  notice,  dispenses  with 
solicitation  of  competitive  reports  from  other  agencies, 
and  authorizes  the  transaction  to  be  consummated 
immediately 
July  31,  1983 

Due  to  the  emergency  nature  of  the  situation,  the 
Attorney  General's  report  was  not  requested 


BARNETT  BANK  OF  GAINESVILLE,  NATIONAL  ASSOCIATION, 
Gainesville,  Fla.,  and  Great  American  Bank  of  Gainesville,  Gainesville,  Fla. 


Names  of  banks  and  type  of  transaction 


Total  assets* 


Banking  offices 


In  To  be 

operation  operated 


Great  American  Bank  of  Gainesville,  Gainesville,  Fla.,  with .  $23,203,000  1  _ 

and  Barnett  Bank  of  Gainesville,  National  Association,  Gainesville,  Fla.  (16589),  which  had .  57,400,000  1 

consolidated  August  1,  1983,  under  charter  and  title  of  the  latter.  The  consolidated  bank  at  date  of 

consolidation  had .  .  2 


COMPTROLLER'S  DECISION 

Great  American  Bank  of  Gainesville  and  Barnett  Bank 
of  Gainesville,  National  Association  are  majority- 
owned  and  controlled  by  Barnett  Banks  of  Florida, 
Inc.,  Jacksonville,  Fla.,  a  registered  bank  holding 
company.  This  proposed  consolidation  is  a  corporate 
reorganization  which  would  have  no  effect  on  competi¬ 
tion. 

A  review  of  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed 
institutions  and  the  convenience  and  needs  of  the 
community  to  be  served  has  disclosed  no  reason  why 
this  application  should  not  be  approved. 


‘Asset  figures  are  from  the  June  30,  1983,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  banks' 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  consolidation. 

June  8,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  be  not  significantly  adverse  to 
competition 


DEPOSIT  GUARANTY  NATIONAL  BANK, 

Jackson,  Miss  and  The  First  National  Bank  of  Laurel,  Laurel,  Miss. 


Names  of  banks  and  type  of  transaction 


Total  assets 


The  First  National  Bank  of  Laurel,  Laurel,  Miss.  (6681),  with .  $  129,330,000 

and  Deposit  Guaranty  National  Bank.  Jackson.  Miss.  (15548),  which  had .  2,090,735,000 

merged  August  1,  1983,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger 

had  .  2,220,065.000 


Banking  offices 

In  To  be 

operation  operated 


5 

67 


72 


COMPTROLLER'S  DECISION 

On  March  7,  1983,  application  was  made  to  the  OCC 
for  prior  authorization  to  merge  The  First  National  Bank 
of  Laurel,  Laurel,  Miss  (FNB  Laurel)  into  Deposit 
Guaranty  National  Bank,  Jackson,  Miss.  (Deposit 
Guaranty)  This  application  is  based  on  an  agreement 
finalized  between  FNB  Laurel  and  Deposit  Guaranty 
on  December  21 ,  1982. 

As  of  December  31,  1982,  FNB  Laurel,  an  indepen¬ 
dent  bank,  had  total  deposits  of  $112  million  and 
operated  five  offices  in  Jones  County.  As  of  the  same 
date,  Deposit  Guaranty  had  total  deposits  of  $1.4 
billion  and  operated  64  offices  in  19  cities  in  southern 
and  western  Mississippi.  Deposit  Guaranty  is  a  major¬ 
ity  owned  subsidiary  of  Deposit  Guaranty  Corporation, 
Jackson,  Miss.,  and  is  the  largest  commercial  bank 
operating  in  Mississippi. 

The  two  banks  do  not  currently  compete,  and  consum¬ 
mation  of  this  proposal  will  have  no  significant  effect 
on  existing  competition  in  the  relevant  geographic 
market.  The  relevant  geographic  market  for  this  pro¬ 
posal  is  Jones  County.  Miss.,  the  area  in  which  FNB 
Laurel  operates  its  five  offices  and  derives  the  bulk  of 
its  deposits  FNB  Laurel,  the  second  largest  bank  in 
the  relevant  market  with  a  34  percent  market  share  of 
bank  deposits,  competes  with  four  other  banks  oper¬ 
ating  fourteen  offices  The  largest  of  the  four  banks 
commands  a  37  percent  market  share  while  the  re¬ 
maining  three  banks  command  1 5  percent,  1 3  percent 
and  1  percent  respectively.  FNB  Laurel  also  competes 
with  four  savings  and  loans  in  the  relevant  market. 

Combining  deposits  of  all  depository  institutions  in  the 
relevant  market,  market  share  for  FNB  Laurel  is  26 
percent  and  the  second  largest  Deposit  Guaranty 
does  not  compete  in  the  relevant  market  and  its 
nearest  office  is  22  miles  southwest.  It  does  receive  a 
nominal  amount  of  business  (less  than  1  percent)  from 
the  re  event  market,  however,  consummation  of  this 


proposal  basically  replaces  one  competitor  in  the 
market  with  another  which  is  significantly  stronger  and 
capable  of  providing  increased  services  to  the  market 
area.  The  entry  of  Deposit  Guaranty  into  the  market 
should  have  a  positive  effect  on  competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
".  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served The  financial  and  managerial  resources  of 
Deposit  Guaranty  are  considered  satisfactory  and  its 
future  prospects  are  favorable.  Although  FNB  Laurel 
has  a  history  of  satisfactory  operation,  its  future  pros¬ 
pects  could  be  enhanced  as  a  result  of  increased 
technological  capabilities  and  additional  staff  exper¬ 
tise  Deposit  Guaranty,  with  its  overall  resources, 
should  aid  the  overall  efforts  of  FNB  Laurel  to  effective¬ 
ly  compete  in  the  relevant  market  area  and  provide 
more  diversified  banking  services.  Thus,  the  conve¬ 
nience  and  needs  of  the  community  should  be  en¬ 
hanced  by  consummation  of  this  proposal. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

This  proposal  has  been  analyzed  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  we  find  that  it  does 
not  lessen  competition  in  the  relevant  market.  Accord¬ 
ingly,  the  application  is  approved. 

June  23,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition 
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FARMERS  AND  MERCHANTS  NATIONAL  BANK, 

Winchester,  Va.,  and  One  Branch  of  Bank  of  Virginia,  Richmond,  Va. 


Names  of  banks  and  type  of  transaction 

Total  assets* 

Banking  offices 

In  To  be 

operation  operated 

$3,473,824,000 

1 

was  purchased  August  1,  1983,  by  Farmers  and  Merchants  National  Bank,  Winchester,  Va. 

212,793,000 

15 

After  the  purchase  was  effected,  the  receiving  bank  had . 

16 

COMPTROLLER'S  DECISION 

On  March  25,  1983,  application  was  filed  by  Farmers 
and  Merchants  National  Bank,  Winchester,  Frederick 
County,  Va.  (Farmers  and  Merchants),  to  obtain  prior 
approval  to  purchase  the  assets  and  assume  the 
liabilities  of  a  branch  office  (Winchester  Branch)  of 
Bank  of  Virginia,  Richmond,  Va.  The  application  is 
based  upon  an  agreement  finalized  between  Farmers 
and  Merchants  and  Bank  of  Virginia,  Richmond,  Va., 
on  March  24,  1983. 

As  of  November  30,  1982,  Farmers  and  Merchants 
had  total  assets  of  $201  million  and  deposits  of  $183 
million.  Farmers  and  Merchants  operates  a  total  of  14 
branch  offices.  Eleven  of  those  offices  are  in  the 
relevant  geographic  market  of  Winchester-Frederick 
County.  The  remaining  offices  are  located  in  Clarke, 
Warren,  and  Rappahannock  counties.  Farmers  and 
Merchants  is  a  subsidiary  of  F&M  National  Corpora¬ 
tion,  a  bank  holding  company  headquartered  in  Win¬ 
chester,  Va. 

The  branch  office  to  be  acquired  is  a  facility  of  Bank  of 
Virginia,  a  subsidiary  of  the  Bank  of  Virginia  Company, 
a  statewide  one-bank  holding  company.  The  Winches¬ 
ter  branch  is  the  only  facility  in  the  relevant  market 
area  represented  by  Bank  of  Virginia. 

For  purposes  of  evaluating  this  proposal,  the  relevant 
geographic  market  is  considered  to  be  Winchester 
and  Frederick  County,  Va.  The  market  area  is  currently 
served  by  offices  of  five  banking  institutions.  Competi¬ 
tion  within  this  market  is  highly  concentrated.  Farmers 
and  Merchants  retained  42  percent  of  domestic  de¬ 
posits  as  of  year-end  1982.  The  other  competing 
institutions  have  smaller  percentages  of  the  market's 
deposits. 

As  of  December  31 ,  1982,  the  Winchester  Branch  had 
total  deposits  of  $7.3  million,  which  represented  2 


*  Asset  figures  are  of  whole  bank  as  of  June  30,  1983,  report  of 
condition  Information  as  of  date  of  consummation  was  not  available 
at  press  time 


percent  of  domestic  deposits  and  the  smallest  share 
of  any  competing  institution  Although  the  market  is 
highly  concentrated,  the  percentage  of  deposits  held 
by  the  Winchester  Branch  is  not  significant  related  to 
the  percentage  of  deposits  retained  by  other  compet¬ 
ing  institutions  Therefore,  the  elimination  of  a  competi¬ 
tor  through  approval  of  the  proposed  transaction 
should  have  a  minimal  effect  upon  competition.  Ab¬ 
sent  this  sale,  it  is  possible  that  the  subject  branch  will 
be  closed  as  representatives  of  Bank  of  Virginia  have 
expressed  plans  to  cease  operations  in  the  Winches¬ 
ter  area 

The  level  of  services  afforded  to  customers  of  the 
Winchester  Branch  will  not  change  significantly  upon 
consummation  of  the  proposed  transaction.  However, 
they  will  benefit  from  access  to  a  larger  branch 
network  provided  by  Farmers  and  Merchants  within 
the  market  area. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
.  ,  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served.”  The  financial  and  managerial  resources  of 
both  banks  are  considered  satisfactory.  Consumma¬ 
tion  of  the  proposal  will  permit  customers  of  the 
Winchester  Branch  to  benefit  from  a  larger  branching 
network  within  the  relevant  geographic  market  Con¬ 
sequently,  the  future  prospects  of  the  resulting  bank 
are  considered  good  as  are  the  expected  effects  upon 
convenience  and  needs  of  the  community  to  be 
served. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory 
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Pursuant  to  the  Bank  Merger  Act  this  proposal  has 
been  reviewed  and  we  find  that  it  would  not  signifi¬ 
cantly  dimmish  competition  in  the  relevant  market 
Accordingly,  the  application  is  granted  approval. 
June  27.  1983 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


FIRST  AMERICAN  NATIONAL  BANK, 

North  Little  Rock,  Ark.,  and  One  Branch  of  First  American  Bank  of  Little  Rock,  Little  Rock,  Ark. 


Names  of  banks  and  type  of  transaction 


Total  assets* 


One  Branch  of  First  American  Bank  of  Little  Rock,  National  Association,  Little  Rock,  Ark.  (17900) 

(the  successor  by  conversion  of  Arkansas  Federal  Savings  and  Loan  Association),  with . 

was  purchased  August  1,  1983,  by  First  American  National  Bank,  North  Little  Rock,  Ark.  (14818), 
which  had . 

After  the  purchase  was  effected  the  receiving  bank  had  . 


$  2,040.000 
167,080,000 


Banking  offices 

In  To  be 

operation  operated 


1 


7 


8 


COMPTROLLER  S  DECISION 

On  November  19.  1982,  application  was  made  to  the 
OCC  pursuant  to  the  Bank  Merger  Act,  12  USC 
1828(c),  for  prior  authorization  for  First  American  Na¬ 
tional  Bank,  North  Little  Rock,  Ark.  (FANB),  to  pur¬ 
chase  the  assets  and  assume  the  liabilities  of  the 
North  Little  Rock  branch  of  Arkansas  Federal  Savings 
and  Loan  Association,  North  Little  Rock,  Ark.  (AFSL). 
The  application  is  based  on  a  written  agreement 
executed  between  FANB  and  AFSL  on  November  10, 
1982. 

FANB  is  a  subsidiary  of  First  American  National  Banc- 
shares,  Inc  (Bancshares),  a  one-bank  holding  com¬ 
pany  It  operates  its  main  office  and  eight  branches  in 
North  Little  Rock,  and  had  total  assets  as  of  Septem¬ 
ber  30,  1982,  of  $133  million,  ranking  it  as  the  sixth 
largest  bank  in  the  market. 

AFSL  is  a  federally  chartered  stock  savings  and  loan 
with  its  main  office  in  North  Little  Rock  and  three 
branches  in  Little  Rock  It  had  total  assets  of  $48 
million  as  of  June  30,  1 982.  It  is  intended  that  AFSL  will 
be  converted  to  a  national  banking  association  with 
the  title  of  First  American  Bank/Little  Rock,  National 
Association  (Approved  by  OCC  on  May  23,  1983), 
and  will  become  a  subsidiary  of  First  American  Bane- 
shares  Limited  Partnership  (Partnership). 


'  Assef  figures  are  of  whoie  bank  as  of  June  30  1983  report  of 
format  i  of  date  of  consummation  was  not  available 


FANB  and  AFSL  operate  in  the  Little  Rock  banking 
market  and  are  controlled  by  common  shareholders. 
This  group,  known  as  the  Matthews  Group,  owns  63 
percent  of  the  outstanding  stock  of  AFSL  and  100 
percent  of  the  outstanding  stock  of  Bancshares,  which 
owns  88  percent  of  FANB  Bancshares  will  transfer  all 
of  its  assets  to,  and  its  liabilities  will  be  assumed  by 
Partnership  ASFL  will  be  converted  to  First  American 
Bank/Little  Rock,  National  Association  (FAB/LR)  and 
its  main  office  will  be  moved  from  North  Little  Rock  to 
its  office  at  400  South  Louisiana  Street  in  Little  Rock. 
FANB  will  purchase  the  assets  and  assume  the  liabil¬ 
ities  of  the  North  Little  Rock  office  of  FAB/LR.  FAB/LR 
must  divest  its  North  Little  Rock  office  in  order  to 
conform  to  Arkansas  branching  laws  which  restrict 
branching  to  the  city  in  which  the  bank  is  domiciled. 
Therefore,  this  transaction  is  part  of  a  plan  whereby 
Partnership  will  become  a  multi-bank  holding  compa¬ 
ny  through  the  acquisition  of  FAB/LR  and  Bancshares, 
which  is  an  existing  one-bank  holding  company.  Since 
the  purchase  of  assets  and  assumption  of  liabilities  is 
essentially  a  corporate  reorganization  in  order  to  con¬ 
form  to  Arkansas  branching  laws,  there  would  be  no 
effect  on  existing  competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served  The  financial  and  managerial  resources  of 
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both  banks  are  satisfactory  and  the  future  prospects 
of  the  combined  entity  are  considered  good.  The 
present  customers  of  FANB  will  have  the  added 
convenience  of  FAB/LR's  North  Little  Rock  office  and 
their  needs  will  be  enhanced  by  the  services  provided 
by  Partnership 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
bank  regulatory  responsibilities  revealed  no  evidence 
that  the  applicants'  records  of  helping  to  meet  the 
credit  needs  of  their  communities,  including  low  and 
moderate  income  neighborhoods,  are  less  than  satis¬ 
factory. 


Based  on  the  above,  this  application  is  hereby  ap¬ 
proved,  subject  to  the  condition  that  Arkansas  Federal 
Savings  and  Loan  Association  effect  its  conversion  to 
a  national  banking  association,  First  American  Bank/ 
Little  Rock,  prior  to  effecting  the  subject  purchase  and 
assumption. 

June  1 ,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


*  * 


FIRST  BANK  (N.A.)— DULUTH, 

Duluth,  Minn.,  and  First  Bank  (N.A.) — Duluth-West,  Duluth,  Minn. 


Names  of  banks  and  type  of  transaction 


Total  assets* * 


Banking  offices 

In  To  be 

operation  operated 


First  Bank  (N.A.) — Duluth-West,  Duluth,  Minn.  (12140),  with .  $  60,322,000  3  _ 

and  First  Bank  (N.A.)— Duluth,  Duluth,  Minn.  (9327),  which  had .  206,670,000  2  _ 

consolidated  August  1,  1983,  under  the  charter  and  title  of  “First  Bank  (National  Association) — 

Duluth.”  The  consolidated  bank  at  date  of  consolidation  had .  .  5 


COMPTROLLER’S  DECISION 

First  Bank  (N.A.) — Duluth-West  and  First  Bank 
(N.A.) — Duluth  are  majority-owned  and  controlled  by 
First  Bank  System,  Inc.,  Minneapolis,  Minn.,  a  regis¬ 
tered  bank  holding  company.  This  proposed  consoli¬ 
dation  is  a  corporate  reorganization  which  would  have 
no  effect  on  competition. 

A  review  of  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed 
institutions  and  the  convenience  and  needs  of  the 
community  to  be  served  has  disclosed  no  reason  why 
this  application  should  not  be  approved. 


‘Asset  figures  are  from  the  June  30,  1983,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 

*  * 


The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  banks’ 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  transaction 
July  1,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 
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NATIONAL  BANK  OF  GEORGIA, 

Atlanta,  Ga..  and  NBG  Cobb  Bank,  Marietta,  Ga.,  and  NBG  Gwinnett  Bank,  Buford,  Ga.,  and  NBG  Clayton 
Bank,  Riverdale.  Ga. 


Names  of  banks  and  type  of  transaction 


NBG  Cobb  Bank,  Marietta,  Ga.,  with . 

NBG  Gwinnett  Bank,  Buford,  Ga.,  with . 

NBG  Clayton  Bank.  Riverdale,  Ga..  with 

and  National  Bank  of  Georgia,  Atlanta,  Ga.  (15541),  which  had . 

merged  August  1,  1983,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger 
had . 


Total  assets 


$  197,871,000 
38,756,000 
45,635,000 
905,465.000 

1,106,413,000 


Banking  offices 

In  To  be 

operation  operated 


14 

5 

5 

27 


51 


COMPTROLLER  S  DECISION 

NBG  Cobb  Bank,  NBG  Gwinnett  Bank,  NBG  Clayton 
Bank  and  National  Bank  of  Georgia  are  majority- 
owned  and  controlled  by  NBG  Financial  Corporation, 
a  registered  bank  holding  company.  This  proposed 
merger  is  a  corporate  reorganization  which  would 
have  no  effect  on  competition. 

A  review  of  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed 
institutions  and  the  convenience  and  needs  of  the 
community  to  be  served  has  disclosed  no  reason  why 
this  application  should  not  be  approved. 

The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 


responsibilities  reveals  no  evidence  that  the  banks’ 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  merger. 

July  1.  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


NORTHWESTERN  NATIONAL  BANK  OF  SIOUX  FALLS, 

Sioux  Falls,  S.  Dak.,  and  First  Mitchell  National  Bank,  Mitchell,  S.  Dak. 


Names  of  banks  and  type  of  transaction 


Total  assets* 


First  Mitchell  National  Bank,  Mitchell,  S.  Dak.  (3578),  with .  $  97,221,000 

and  Northwestern  National  Bank  of  Sioux  Falls,  Sioux  Falls,  S.  Dak.  (10592),  which  had .  549,495,000 


merged  August  1,  1983,  under  charter  of  the  latter  and  title  '  Norwest  Bank  Sioux  Falls,  National 
Association  The  merged  bank  at  date  of  merger  had . 


Banking  offices 


In  To  be 

operation  operated 


2 

17 


19 


COMPTROLLER'S  DECISION 

On  January  18.  1983,  application  was  made  to  the 
OCC  for  authorization  to  merge  First  Mitchell  National 
Bank  Mitchell  S  Dak  (First  Mitchell),  into  Northwest¬ 
ern  National  Bank  of  Sioux  Falls,  Sioux  Falls,  S  Dak. 
(Northwestern),  under  the  charter  and  title  of  the  latter 
'he  application  is  based  upon  an  agreement  finalized 
between  the  two  banks  on  October  5,  1982 


am  horr  the  June  30  1983  report  of  condition 
date  of  consummation  was  not  available  at  press 


As  of  June  30,  1982,  First  Mitchell  had  approximately 
$91  million  in  total  assets.  The  bank  operates  a  single 
office  located  in  Mitchell.  Northwestern  had  approxi¬ 
mately  $545  million  in  total  assets  as  of  September  30, 
1982,  and  operates  a  main  office  in  Sioux  Falls  and  16 
branches  located  throughout  southeastern  South  Da¬ 
kota  Northwestern  is  a  subsidiary  of  Northwest  Ban- 
corporation,  Minneapolis,  Minn 

Both  banks  operate  in  service  areas  located  in  south¬ 
eastern  South  Dakota  First  Mitchell  s  relevant  geo- 
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graphic  market  consists  of  Davison  and  Hanson 
Counties  in  their  entirety  and  contiguous  portions  of 
six  surrounding  counties,  an  area  that  roughly  encir¬ 
cles  the  municipality  of  Mitchell.  Northwestern’s  rele¬ 
vant  geographic  market  consists  of  the  southeastern 
corner  of  South  Dakota  as  well  as  portions  of  Brule  and 
Gregory  Counties. 

First  Mitchell  and  Northwestern  operate  in  separate 
and  distinct  relevant  geographic  markets.  The  North¬ 
western  bank  office  nearest  to  the  market  area  of  First 
Mitchell  is  40  miles  north.  The  small  area  of  market 
overlap  that  does  exist  between  the  two  banks  is  not 
considered  to  be  significant.  First  Mitchell  and  North¬ 
western  are  not  head-on  competitors;  consummation 
of  the  merger  will  not  be  significantly  adverse  to 
competition. 

After  the  merger,  First  Mitchell  will  be  operated  as  a 
branch  of  Northwestern.  The  community  served  by 
First  Mitchell  will  benefit  as  a  result  of  the  merger 
through  expanded  trust  and  deposit  services,  addi¬ 
tional  home  mortgage  and  other  credit  programs,  and 
an  increased  lending  limit.  In  addition,  Northwestern 
will  add  another  banking  location  at  which  customers 
can  conduct  their  banking  business.  The  manage¬ 
ment  and  financial  strength  of  Northwest  Bancorpora- 
tion  should  enable  the  resultant  bank  to  offer  innova¬ 
tive  and  competitive  products  to  both  banking  com¬ 
munities. 


The  Bank  Merger  Act  requires  this  Office  to  consider 
.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served.”  The  financial  and  managerial  resources 
and  future  prospects  of  both  banks  are  considered 
satisfactory.  The  future  prospects  of  the  resulting  bank 
appear  favorable  as  does  its  availability  to  further 
enhance  its  competitiveness  in  the  market  and  serve 
the  convenience  and  needs  of  its  customers 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  banks'  records  of  helping  to  meet  the  credit  needs 
of  their  communities,  including  low  and  moderate 
income  neighborhoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  will  not 
lessen  competition  in  the  relevant  market.  According¬ 
ly,  the  application  is  approved. 

May  24,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


*  * 


FIRST  NATIONAL  TRUST  BANK, 

Sunbury,  Pa.,  and  The  West  End  National  Bank  of  Shamokin,  Shamokin,  Pa. 


Names  of  banks  and  type  of  transaction 


Banking  offices 

Total  assets*  To  be  “ 

operation  operated 


The  West  End  National  Bank  of  Shamokin,  Shamokin,  Pa.  (12805),  with .  $  11,616,000  1 

was  purchased  August  8,  1983,  by  First  National  Trust  Bank,  Sunbury,  Pa.  (1237),  which  had  .  .  169,232.000  8 

After  the  purchase  was  effected,  the  receiving  bank  had .  .  9 


COMPTROLLER'S  DECISION 

An  application  was  filed  on  January  28,  1983,  with  the 
OCC  by  First  National  Trust  Bank,  Sunbury,  Pa. 
(FNTB),  for  approval  to  purchase  the  assets  and 
assume  the  liabilities  of  the  West  End  National  Bank  of 
Shamokin,  Shamokin,  Pa.  (West  End).  The  application 
is  based  upon  a  written  agreement  executed  by  the 
banks  on  September  24,  1982. 


‘Asset  figures  are  from  the  June  30,  1983,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


As  of  June  30,  1982,  FNTB  had  total  deposits  of 
$128.7  million  and  operated  its  main  office  and  five  of 
its  branches  in  Northumberland  County;  two  additional 
offices  are  located  in  adjoining  Snyder  County  On  the 
same  date,  West  End  had  total  deposits  of  $11  8 
million  and  operated  its  only  office  in  Shamokin,  North¬ 
umberland  County 

The  relevant  geographic  market  for  this  proposal  is  the 
town  of  Shamokin,  where  West  End  operates  its  only 
office  and  derives  over  75  percent  of  its  deposits 
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"here  are  five  commercial  banks  serving  the  market, 
with  total  aeposits  of  $126  million  West  End  ranks  fifth 
in  oeposit  market  share  with  7  6  percent  FNTB  oper¬ 
ates  no  offices,  and  derives  no  deposits  from  the 
relevant  market  The  proponents  do  not  currently 
compete  directly  and  their  closest  offices  are  19  miles 
distant  Therefore,  consummation  of  this  proposal  will 
have  no  significant  effect  on  existing  competition  in  the 
relevant  market 

The  Bank  Merger  Act  requires  this  Office  to  consider 
the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served  The  financial  and  managerial  resources  of 
both  banks  are  considered  satisfactory.  The  future 
prospects  of  the  proponent  banks,  independently  and 
in  combination,  are  favorable,  as  are  the  expected 
effects  of  the  proposal  on  the  convenience  and  needs 
of  the  community  to  be  served 


THE  NATIONAL  STATE  BANK,  ELIZABETH,  N.J., 
Elizabeth,  N.J.,  and  Elizabeth  Savings  Bank,  Elizabeth, 


A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  does  not 
lessen  competition  in  the  relevant  market.  According¬ 
ly,  the  application  is  approved. 

May  20,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


*  * 


N.J. 


Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets*  "  I 

In  To  be 

operation  operated 

Elizabeth  Savings  Bank,  Elizabeth,  N.J.,  with .  $  31,995  000  1 

was  purchased  August  9,  1983,  by  The  National  State  Bank,  Elizabeth,  N.J.,  Elizabeth,  N.J. 

(1436),  which  had .  1,106,120,000  47  _ 

After  the  purchase  was  effected,  the  receiving  bank  had .  .  40 


COMPTROLLER’S  DECISION 

On  July  18,  1983,  an  application  was  filed  by  The 
National  State  Bank,  Elizabeth,  N.J.,  Elizabeth,  N.J. 
(NSB),  for  authority  to  purchase  the  assets  and  as¬ 
sume  the  liabilities  of  Elizabeth  Savings  Bank,  Eliza¬ 
beth,  N.J.  (ESB).  The  application  is  pursuant  to  an 
Agreement  for  Supervisory  Merger  finalized  between 
NSB  and  ESB  on  July  6,  1983  This  Office  was  advised 
by  letter  dated  June  15,  1983,  from  the  Commissioner, 
State  Banking  Department,  that  an  emergency  exists 
as  defined  by  New  Jersey  State  law.  In  response  to  the 
Commissioner's  request,  this  application  is  being  de¬ 
cided  under  the  emergency  authority  granted  to  the 
Comptroller  in  12  USC  1828(c)(6). 

As  of  March  31  1983,  NSB  held  total  deposits  of 

$973  6  million  in  47  offices  throughout  Union,  Mercer, 


*  As',C  ?  g  jies  from  the  June  30  1983  report  of  condition 

'r  at’on  as  of  date  of  consummation  was  not  available  at  press 


Middlesex,  Hunterdon,  Monmouth  and  Morris  coun¬ 
ties  On  the  same  date,  ESB  held  total  deposits  of 
$31.3  million  in  one  office  in  Elizabeth,  Union  County. 

ESB  s  office  is  located  in  the  Elizabethport  section  of 
Elizabeth  and  virtually  all  of  its  business  is  derived 
from  within  the  city  NSB  operates  five  offices  (includ¬ 
ing  its  main  office)  in  Elizabeth.  Elizabeth  is  consid¬ 
ered  the  relevant  geographic  market  for  this  proposal. 

The  Elizabeth  market  contains  six  commercial  banks 
with  22  offices.  In  addition,  three  savings  banks  oper¬ 
ate  five  offices  within  the  market  area.  Of  these  institu¬ 
tions,  NSB  is  the  largest,  with  28.1  percent  of  aggre¬ 
gate  deposits.  Five  competitors  are  clustered  in  a 
range  of  10  to  16  percent  of  market  deposits  each 
ESB  is  ranked  seventh,  with  3  9  percent  of  aggregate 
deposits 


Additional  competitive  pressure  on  the  market  is  gen¬ 
erated  by  the  proximity  of  downtown  Newark,  a  highly 
competitive  banking  market  into  which  a  considerable 
percentage  of  Elizabeth  residents  commute  regularly. 
Also,  the  market  contains  offices  of  six  savings  and 
loans,  one  of  which  is  Elizabeth’s  largest  depository 
institution. 

As  a  result  of  this  proposal,  NSB's  percentage  of 
market  deposits  will  increase  to  32.0  percent  and  one 
market  participant  will  be  eliminated.  However,  ESB's 
continuing  financial  difficulties  have  precluded  ESB 
from  granting  loans  in  the  market,  severely  diminishing 
its  competitive  impact.  Consequently,  this  proposal 
will  have  a  minimal  impact  on  competition  in  the 
relevant  market  area. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served.”  The  financial  and  managerial  resources  of 
NSB  are  considered  satisfactory.  However,  ESB  has 
been  experiencing  severe  financial  difficulties  and  is 
considered  by  the  Commissioner  of  the  State  of  New 
Jersey  Department  of  Banking  to  be  in  danger  of 

*  * 


probable  failure  Consummation  of  the  proposal  will 
allow  for  continued  operation  of  a  banking  office  in  the 
Elizabethport  section  of  Elizabeth  Consequently  the 
future  prospects  of  the  resulting  bank  are  favorable 
as  are  the  expected  effects  of  the  proposal  on  the 
convenience  and  needs  of  the  community  to  be 
served. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  does  not 
substantially  lessen  competition  in  the  relevant  mar¬ 
ket.  Accordingly,  the  application  is  approved. 

August  2,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


THE  FIRST  NATIONAL  BANK  OF  BIRMINGHAM, 

Birmingham,  Ala.,  and  Shoals  National  Bank  of  Florence,  Florence,  Ala. 


Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets  /n  jQ  be 

operation  operated 


Shoals  National  Bank  of  Florence,  Florence,  Ala.  (5427),  with .  $  23,767,000  6  - 

and  The  First  National  Bank  of  Birmingham,  Birmingham,  Ala.  (3185),  which  had .  2,461,623.000  59  - 

merged  August  12,  1983,  under  charter  of  the  latter  and  with  the  title  AmSouth  Bank,  National 

Association.”  The  merged  bank  at  date  of  merger  had .  2,485,390,000  -  65 


The  Comptroller’s  Decision  and  the  Summary  of  Report  by  Attorney  General  can  be  found  on  p  87 


*  *  * 
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FIRST  AMERICAN  BANK  OF  ANDERSON  COUNTY, 
Clinton,  Tenn.,  and  FAB  National  Bank,  Clinton,  Tenn. 


Names  of  banks  and  type  of  transaction 

Total  assets 

Banking  offices 

In  To  be 

operation  operated 

First  American  Bank  of  Anderson  County,  Clinton.  Tenn  .  with . 

$97,832,173 

120,000 

97,832,173 

7 

and  FAB  National  Bank,  Clinton.  Tenn.  (17909),  which  had . 

0 

merged  August  14,  1983,  under  charter  of  the  latter  and  with  the  title  "First  American  National  Bank 
of  Anderson  County.  The  merged  bank  at  date  of  merger  had . 

7 

COMPTROLLER'S  DECISION 

FAB  National  Bank  is  being  organized  by  First  Ameri¬ 
can  Corporation,  Nashville,  Tenn.,  a  bank  holding 
company  The  merger  of  First  American  Bank  of 
Anderson  County  into  FAB  National  Bank  is  a  part  of  a 
process  whereby  First  American  Corporation  will  ac¬ 
quire  100  percent  (less  directors'  qualifying  shares)  of 
First  American  Bank  of  Anderson  County. 

The  merger  is  a  vehicle  for  a  bank  holding  company 
acquisition  and  combines  a  non-operating  bank  with 
an  existing  commercial  bank.  As  such,  it  present  no 
competitive  issues  under  the  Bank  Merger  Act,  12 
USC  1828(c). 

The  financial  and  managerial  resources  and  the  future 
prospects  of  the  resulting  bank  are  favorable.  After  the 
merger,  the  resulting  bank  will  be  in  the  position  to 
draw  on  the  financial  and  managerial  resources  of  its 
new  corporate  parent.  This  will  permit  it  to  more 


effectively  serve  the  convenience  and  needs  of  its 
community. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicant's  record  of  helping  to  meet  the  credit 
needs  of  its  entire  community,  including  low  and 
moderate  income  neighborhoods,  is  less  than  satis¬ 
factory. 

This  decision  is  the  prior  written  approval  required  by 
the  Bank  Merger  Act  for  the  applicants  to  proceed  with 
the  proposed  merger. 

July  14,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


*  *  * 


THE  FIRST  NATIONAL  BANK  OF  MARYLAND, 

Baltimore,  Md.,  and  The  First  National  Bank  of  Southern  Maryland  of  Upper  Marlboro,  Upper  Marlboro,  Md. 

Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets*  ^  jQ  be~ 

operation  operated 


The  First  National  Bank  of  Southern  Maryland  of  Upper  Marlboro,  Upper  Marlboro,  Md.  (5471), 

with .  $  107,169,000  12  _ 

and  The  First  National  Bank  of  Maryland,  Baltimore,  Md.  (1413),  which  had .  3.267,847,000  133 

merged  August  15,  1983,  under  the  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 

merger  had  .  .  145 


COMPTROLLER'S  DECISION 

On  April  13  1983,  application  was  made  to  the  OCC 
pursuant  to  the  Bank  Merger  Act,  12  USC  1828(c),  for 
prior  authorization  to  merge  The  First  National  Bank  of 
Southern  Maryland  of  Upper  Marlboro.  Upper  Marl- 

*  Assef  f  g  jros  are  from  the  June  30  1983  report  of  condition 
nfomr'ahon  %<■- ,  of  dafe  of  consummation  was  not  available  at  press 


boro,  Md  (Southern),  into  The  First  National  Bank  of 
Maryland,  Baltimore,  Md.  (First).  The  application  is 
based  on  a  written  agreement  executed  by  the  banks 
on  March  15,  1983 

First,  established  in  1865,  is  a  subsidiary  of  First 
Maryland  Bancorp  First  had  total  assets  of  $3.2  billion 
and  total  deposits  of  $2.3  billion  as  of  December  31. 


108 


1982,  and  ranks  third  in  size  of  94  banking  organiza¬ 
tions  in  the  state.  It  operates  128  banking  offices 
including  66  in  the  Baltimore  metropolitan  area,  15  in 
the  Washington  metropolitan  area,  27  in  western  Mary¬ 
land  and  20  on  the  eastern  shore  of  Maryland  It  also 
operates  16  customer-bank  communication  terminal 
branches. 

Southern,  established  in  1900,  had  total  assets  of  $99 
million  and  total  deposits  of  $89  million  as  of  Decem¬ 
ber  31 ,  1982.  It  operates  1 1  banking  offices  in  south¬ 
ern  Maryland. 

Southern's  relevant  geographic  market  consists  of 
Prince  Georges  County,  southern  Anne  Arundel  Coun¬ 
ty,  Calvert  County,  and  St.  Mary’s  County.  Eight  of 
Southern's  1 1  offices  are  located  in  Prince  Georges 
County,  one  office  in  southern  Anne  Arundel  County, 
one  office  in  northern  Calvert  County  and  one  office  in 
St.  Mary’s  County.  First  has  no  offices  in  southern 
Anne  Arundel  County,  Calvert  or  St.  Mary’s  counties 
and  only  three  offices  in  Prince  Georges  County. 
Although  First  has  14  offices  in  Anne  Arundel  County, 
all  are  in  the  northern  and  central  part  of  the  county. 
The  nearest  First  office  is  20  miles  north  of  Southern’s 
Deale  Office  which  is  its  only  office  in  Anne  Arundel 
County.  Direct  competition  between  First  and  South¬ 
ern  in  Calvert,  St.  Mary's  and  Anne  Arundel  counties  is 
nonexistent. 

The  competition  between  First  and  Southern  in  Prince 
Georges  County  is  minimal  at  best.  First's  Indian  Head 
Highway  Office  is  3.5  miles  south  of  Southern’s  Oxon 
Hill  Office  and  2.3  miles  north  of  Southern’s  newly 
opened  Fort  Washington  Office.  First  is  a  recent  en¬ 
trant  to  Greenbelt  where  Southern  is  not  represented 
and  First’s  Washington  Business  Park  Office  is  located 
in  an  industrial  complex  and  does  not  compete  direct¬ 
ly  for  the  retail  business  for  which  Southern  concen¬ 
trates  all  its  offices. 


Direct  competition  between  the  two  banks  in  South¬ 
ern's  geographic  market  is  de  minimus  It  is  clear  that 
the  proposed  merger  will  have  no  adverse  effect  on 
competition  in  the  market  One  competitor  will  be 
replaced  with  another,  more  aggressive,  and  stronger 
competitor  and  banking  competition  will  be  enhanced 
in  the  Prince  Georges  market. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
",  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served.”  The  financial  and  managerial  resources  of 
both  First  and  Southern  are  satisfactory  and  the  future 
prospects  of  the  combined  entity  are  good  The  result¬ 
ing  bank  will  offer  Southern's  customers  a  larger 
variety  of  services  which  will  be  provided  with  added 
convenience  through  a  large  commercial  bank  At  the 
same  time  it  will  enable  First  to  obtain  an  immediate 
presence  in  a  market  where  it  has  very  little  penetra¬ 
tion. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
bank  regulatory  responsibilities  revealed  no  evidence 
that  the  applicants'  records  of  helping  to  meet  the 
credit  needs  of  their  communities,  including  low  and 
moderate  income  neighborhoods,  are  less  than  satis¬ 
factory. 

This  decision  is  the  prior  written  approval  required  by 
the  Bank  Merger  Act,  12  USC  1828(c),  for  the  appli¬ 
cants  to  proceed  with  the  proposed  merger. 

July  15,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 
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MAUMEE  VALLEY  NATIONAL  BANK, 

Defiance  Ohio,  and  The  Peoples  National  Bank  of  Delphos,  Delphos,  Ohio 


Names  of  banks  and  type  of  transaction 


Total  assets 


Banking  offices 

In  To  be 

operation  operated 


Maumee  Valley  National  Bank,  Defiance,  Ohio  (14300),  with .  $104,335,040  9 

and  The  Peoples  National  Bank  of  Delphos,  Delphos,  Ohio  (12196),  which  had .  59,705,988  2 

merged  August  15,  1983,  under  charter  of  the  latter  and  with  the  title  Maumee  Valley  National 

Bank,'  with  headquarters  in  Defiance.  The  merged  bank  at  date  of  merger  had .  164,041,028  _  11 


COMPTROLLER'S  DECISION 

Maumee  Valley  National  Bank  and  The  Peoples  Na¬ 
tional  Bank  of  Delphos  are  majority-owned  and  con¬ 
trolled  by  Toledo  Trustcorp,  Inc.,  Toledo,  Ohio,  a 
registered  bank  holding  company.  This  proposed 
merger  is  a  corporate  reorganization  which  would 
have  no  effect  on  competition. 

A  review  of  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed 
institutions  and  the  convenience  and  needs  of  the 
community  to  be  served  has  disclosed  no  reason  why 
this  application  should  not  be  approved. 

The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 


responsibilities  revealed  no  evidence  that  the  banks' 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  merger. 

July  15,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 

*  * 


BANK  OF  THE  SOUTH,  NATIONAL  ASSOCIATION, 

Atlanta,  Ga.,  and  Atlantic  Bank  and  Trust  Company,  Savannah,  Ga. 


Names  of  banks  and  type  of  transaction 


Total  assets 


Banking  offices 

In  To  be 

operation  operated 


Atlantic  Bank  and  Trust  Company,  Savannah,  Ga.,  with .  $  62,412,000  2  _ 

and  Bank  of  the  South.  National  Association,  Atlanta,  Ga.  (9617),  which  had .  1,269,075,000  35  _ 

merged  August  1 9.  1 983.  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger 

had .  1,320,674,000  _  37 


COMPTROLLER'S  DECISION 

On  May  16,  1983,  application  was  made  to  the  Office 
of  the  Comptroller  of  the  Currency,  pursuant  to  the 
Bank  Merger  Act  12  USC  1828(c),  for  prior  authoriza¬ 
tion  to  merge  Atlantic  Bank  and  Trust  Company, 
Savannah  Ga  (Atlantic),  into  Bank  of  the  South, 
Nationa1  Association  Atlanta,  Ga  (BOS).  The  applica¬ 
tion  is  based  on  an  agreement  finalized  between 
Atlantic  and  BOS  on  April  19,  1983 

BOS  s  a  wholly-owned  subsidiary  of  Bank  South 
Corporation  (BSC)  the  fourth  largest  bank  holding 
compar  /  r  Georgia  As  of  December  31,  1982,  BOS 
r  ad  rota  deposits  of  3 7 80  million  and  is  restricted  to 


branching  in  Fulton  and  DeKalb  counties  by  Georgia's 
branching  laws,  except  by  means  of  a  merger  of  an 
existing  bank  into  BOS  In  December,  1982,  BOS 
acquired  the  Athens  Bank  &  Trust  Company  in  Clarke 
County  and  operates  that  bank's  branches  in  Clarke 
County.  BSC  also  has  three  state  bank  subsidiaries 
with  offices  in  Clayton,  Cobb,  and  Gwinnett  counties 

Atlantic  held  total  deposits  of  $42  million  as  of  Decem¬ 
ber  31.1 982,  and  operated  two  offices,  both  located  in 
Savannah,  Chatham  County,  Ga  Atlantic  is  restricted 
to  branching  in  Chatham  County  by  Georgia  branch¬ 
ing  laws 


Atlantic's  relevant  geographic  market  consists  of 
Chatham  and  Effingham  counties.  These  two  counties 
represent  the  Savannah  market  Atlantic  derives  virtu¬ 
ally  all  of  its  business  from  this  market.  Atlantic  is  the 
sixth  largest  of  eight  commercial  banks  located  in  the 
market  and  controls  only  3  percent  of  the  market's 
deposits. 

The  Savannah  market  is  dominated  by  the  Savannah 
Bank  and  Trust  Company,  a  subsidiary  of  SBT  Corp, 
with  35  percent  of  the  market's  deposits,  and  by 
Citizens  and  Southern  National  Bank,  the  state's  larg¬ 
est  bank  and  a  wholly-owned  subsidiary  of  the  state's 
largest  multi-bank  holding  company,  the  Citizens  and 
Southern  Georgia  Corporation,  with  33  percent  of  the 
market's  deposits.  Trust  Company  Bank  of  Savannah, 
N.A.,  a  wholly-owned  subsidiary  of  the  state’s  third 
largest  multi-bank  holding  company,  Trust  Company 
of  Georgia,  holds  15  percent  of  the  market’s  deposits 
and  First  Bank  of  Savannah,  a  wholly-owned  subsid¬ 
iary  of  the  second  largest  multi-bank  holding  compa¬ 
ny,  First  Atlanta  Corporation,  holds  7  percent  of  the 
market's  deposits. 

BOS’s  relevant  geographic  market  consists  of  Fulton 
and  DeKalb  counties  and  BSC’s  subsidiaries  are 
restricted  to  Clarke  and  Muscogee  counties,  and  the 
Atlanta  metropolitan  area,  consisting  of  Fulton,  De- 
Kalb,  Clayton,  Cobb  and  Gwinnett  counties.  The  near¬ 
est  office  of  any  BSC  subsidiary  to  an  office  of  Atlantic 
is  the  Tara  Office  of  Bank  of  the  South,  Clayton  County, 
which  is  223  miles  northwest  of  Atlantic’s  Bull  Street 
Office  in  Savannah,  The  nearest  BOS  office  is  its 
Cleveland  Avenue  Office  in  Atlanta,  which  is  235  miles 
northwest  of  the  Bull  Street  Office.  BSC's  subsidiary 
banks,  including  BOS,  do  not  compete  in  the  same 
geographic  markets  as  Atlantic. 


The  proposed  merger  will  have  no  adverse  effect  on 
competition  in  either  market  Instead,  the  merger  will 
enhance  competition  in  the  Savannah  market  which  is 
dominated  by  three  large  multi-bank  holding  compa¬ 
nies  that  make  it  very  difficult  for  Atlantic  to  compete 
effectively. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
",  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served."  The  financial  and  managerial  resources  of 
both  banks  are  satisfactory  and  future  prospects  of 
the  combined  entity  are  good.  The  merger  will  provide 
Atlantic  with  the  financial  and  managerial  advantages 
that  will  enable  it  to  compete  in  a  market  that  is 
dominated  by  Georgia's  largest  banking  organiza¬ 
tions. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
bank  regulatory  responsibilities  revealed  no  evidence 
that  the  applicants’  records  of  helping  to  meet  the 
credit  needs  of  their  communities,  including  low  and 
moderate  income  neighborhoods,  are  less  than  satis¬ 
factory. 

This  decision  is  the  prior  written  approval  required  by 
the  Bank  Merger  Act  for  the  applicants  to  proceed  with 
the  proposed  merger. 

July  20,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 

*  * 


THE  FIRST  NATIONAL  BANK  OF  BIRMINGHAM, 

Birmingham,  Ala.,  and  The  American  National  Bank  of  Huntsville,  Huntsville,  Ala. 


Names  of  banks  and  type  of  transaction 


Total  assets 


Banking  offices 

In  To  be 

operation  operated 


The  American  National  Bank  of  Huntsville,  Huntsville,  Ala.  (15316),  with .  $  90,545,000  7 

and  The  First  National  Bank  of  Birmingham,  Birmingham.  Ala.  (3185),  which  had .  2.469.701.000  65 

merged  August  19,  1983,  under  charter  of  the  latter  and  with  the  title  AmSouth  Bank,  National 

Association.”  The  merged  bank  at  date  of  merger  had .  2.560.246.000  _  72 


The  Comptroller's  Decision  and  the  Summary  of  Report  by  Attorney  General  can  be  found  on  p  87 


THE  CITIZENS  AND  SOUTHERN  NATIONAL  BANK  OF  SOUTH  CAROLINA. 
Charleston.  S  C.,  and  Farmers  and  Merchants  Bank,  Aiken,  S.C. 


Names  of  banks  and  type  of  transaction 


Total  assets* 


Banking  offices 

In  To  be 

operation  operated 


Farmers  and  Merchants  Bank,  Aiken,  S  C. ,  with  .  $  137,888,000  12  _ 

was  purchased  August  26,  1983.  by  The  Citizens  and  Southern  National  Bank  of  South  Carolina, 

Charleston.  S  C.  (1 4425),  which  had  .  1,717,959,000  103  _ 

After  the  purchase  was  effected  the  receiving  bank  had .  .  115 


COMPTROLLER'S  DECISION 

On  May  6.  1983,  application  was  made  to  the  OCC 
pursuant  to  the  Bank  Merger  Act,  12  USC  1828(c),  for 
prior  authorization  for  Citizens  and  Southern  National 
Bank  of  South  Carolina,  Columbia,  S.C.  (CSNB),  to 
purchase  the  assets  and  assume  the  liabilities  of 
Farmers  and  Merchants  Bank,  Aiken,  S.C.  (F&M)  The 
application  is  based  on  a  written  agreement  executed 
by  the  banks  on  December  20,  1982. 

CSNB,  a  subsidiary  of  The  Citizens  and  Southern 
Corporation  (C&S  Corp),  is  the  second  largest  bank  in 
South  Carolina  with  total  assets  of  $1 .6  billion  and  total 
deposits  of  $13  billion  as  of  December  31,  1982. 
CSNB  operates  1 10  banking  offices  in  47  communities 
throughout  South  Carolina. 

F&M.  the  eighth  largest  bank  in  South  Carolina,  had 
total  assets  of  $133  million  and  total  deposits  of  $1 15 
million  on  December  31,  1982.  F&M  operates  12 
offices  in  Aiken  and  Edgefield  counties  in  South  Caroli¬ 
na 

F&M’s  relevant  geographic  market  is  divided  into  two 
separate  markets.  The  first  is  Edgefield  County  where 
F&M  operates  two  offices  and  the  other  consists  of 
Aiken  County.  S.C  and  Columbia  and  Richmond 
Counties  in  Georgia,  representing  the  Augusta  metro¬ 
politan  area  More  than  88  percent  of  F&M's  deposits 
are  derived  from  these  areas  and  all  of  their  offices  are 
located  within  these  areas  CSNB  does  not  have 
branches  in  either  of  these  markets  and  its  branches 
in  rural  Barnwell  County  are  25  miles  from  the  nearest 
F&M  branch  in  Aiken  County 

Accordingly,  F&M  and  CSNB  are  not  competitors  in 
the  relevant  geographic  market.  The  proposed  pur¬ 
chase  would  not  eliminate  a  competitor  in  the  target 
market  but  would  merely  substitute  one  competitor 
with  a  much  larger  and  stronger  institution. 


*  Asse*  i  g  jres  are  from  rbe  June  30  1983  reporl  of  condition 
information  ao  of  dale  of  consummation  was  not  available  at  press 


Branches  of  the  state's  third  and  fourth  largest  banks 
and  a  savings  and  loan  control  75  percent  of  the 
deposits  in  the  Edgefield  County  market.  F&M  is  the 
fourth  largest  institution  with  16  percent  of  deposits. 

In  the  Augusta  banking  market,  there  are  11  banks 
and  five  savings  and  loans,  including  most  of  the 
largest  Georgia  and  South  Carolina  institutions.  The 
offices  of  the  resulting  bank  in  these  markets  will  be 
more  competitive  as  a  result  of  the  expanded  services 
and  resources  available  from  CSNB. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
",  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served /'  The  financial  and  managerial  resources  of 
both  CSNB  and  F&M  are  satisfactory  and  the  future 
prospects  of  the  combined  entity  are  good.  The  pur¬ 
chase  would  provide  the  Aiken  and  Edgefield  County 
markets  with  an  expanded  and  more  efficient  line  of 
banking  services  and  F&M’s  customers  will  be  provid¬ 
ed  with  added  convenience  made  available  through 
affiliation  with  a  larger  commercial  bank. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
bank  regulatory  responsibilities  revealed  no  evidence 
that  the  applicants’  records  of  helping  to  meet  the 
credit  needs  of  their  communities,  including  low  and 
moderate  income  neighborhoods,  are  less  than  satis¬ 
factory. 

This  decision  is  the  prior  written  approval  required  by 
the  Bank  Merger  Act  for  the  applicants  to  proceed  with 
the  proposed  purchase  of  assets  and  assumption  of 
liabilities. 

July  27,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition 


FIRST  AMERICAN  NATIONAL  BANK  OF  NASHVILLE, 

Nashville,  Term.,  and  United  Southern  Bank  of  Clarksville,  Clarksville,  Tenn. 


Names  of  banks  and  type  of  transaction  Total  assets* * 


United  Southern  Bank  of  Clarksville,  Clarksville,  Tenn.,  with .  $  9,943.000 

was  purchased  August  26,  1983,  by  First  American  National  Bank  of  Nashville,  Nashville.  Tenn 

(3032),  which  had .  1,557,107,000 

After  the  purchase  was  effected  the  receiving  bank  had . 


Banking  offices 

In  To  be 

operation  operated 

1 

25 

_  26 


COMPTROLLER'S  DECISION 

On  August  26,  1983,  application  was  made  to  the 
OCC  to  grant  prior  written  approval  for  First  American 
National  Bank  of  Nashville,  Nashville,  Tenn.  (Assum¬ 
ing  Bank),  to  purchase  certain  assets  and  assume 
certain  liabilities  of  United  Southern  Bank  of  Clarks¬ 
ville,  Clarksville,  Tenn.  (United).  The  application  rests 
upon  an  agreement,  incorporated  herein  by  reference, 
the  same  as  if  fully  set  forth,  negotiated  between 
Assuming  Bank  and  the  Federal  Deposit  Insurance 
Corporation  (FDIC)  as  receiver  of  United.  For  the 
reasons  set  forth  below,  the  application  is  hereby 
approved  and  Assuming  Bank  is  authorized  immedi¬ 
ately  to  consummate  the  purchase  and  assumption 
transaction. 

On  August  26,  1983,  due  to  the  financial  condition  of 
United,  the  Tennessee  State  Banking  Commissioner 
closed  United  and  appointed  the  FDIC  receiver  of 
United  on  the  same  date.  The  Comptroller  has  now 
been  asked  to  grant  his  written  approval  of  the  pro¬ 
posed  agreement  negotiated  between  the  FDIC  and 
Assuming  Bank  by  which  the  latter  would  purchase 
certain  assets  and  assume  certain  liabilities,  including 
all  deposit  liabilities  of  United. 

Under  the  Bank  Merger  Act,  12  USC  1828(c),  the 
Comptroller  cannot  approve  a  purchase  and  assump¬ 
tion  transaction  which  would  have  certain  proscribed 
anticompetitive  effects  unless  he  finds  these  anticom¬ 
petitive  effects  to  be  clearly  outweighed  in  the  public 
interest  by  the  probable  effect  of  the  transaction  in 
meeting  the  convenience  and  needs  of  the  community 
to  be  served.  Additionally,  the  Comptroller  is  directed 
to  consider  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed 
institutions,  and  the  convenience  and  needs  of  the 
community  to  be  served.  When  necessary,  however, 
to  prevent  the  evils  attendant  upon  the  failure  of  a 
bank,  the  Comptroller  can  dispense  with  the  stan- 


*  Asset  figures  are  from  the  June  30,  1983,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 

*  * 


dards  applicable  to  usual  acquisition  transactions  and 
need  not  consider  reports  on  the  competitive  effects 
from  the  consequences  of  the  transaction  ordinarily 
solicited  from  the  Department  of  Justice  and  other 
banking  agencies.  He  is  authorized  in  such  circum¬ 
stances  to  act  immediately  in  his  sole  discretion  to 
approve  such  a  transaction  and  to  authorize  its  imme¬ 
diate  consummation 

The  proposed  acquisition  will  be  in  accordance  with 
all  pertinent  provisions  of  the  National  Bank  Act  and 
will  prevent  a  disruption  to  the  community  Assuming 
Bank  will  have  strong  financial  and  managerial  re¬ 
sources,  and  this  acquisition  will  enable  it  to  enhance 
the  banking  services  offered  in  the  Clarksville  commu¬ 
nity.  Thus,  the  approval  of  this  transaction  will  help  to 
avert  a  loss  of  public  confidence  in  the  banking 
system,  and  will  improve  the  services  offered  to  the 
banking  public. 

The  Comptroller  finds  that  the  anticompetitive  effects 
of  the  proposed  transaction,  if  any,  are  clearly  out¬ 
weighed  in  the  public  interest  by  the  probable  effect  of 
the  proposed  transaction  in  meeting  the  convenience 
and  needs  of  the  community  to  be  served.  For  these 
reasons,  Assuming  Bank’s  application  to  assume  cer¬ 
tain  liabilities  and  purchase  certain  assets  of  United, 
as  set  forth  in  the  agreement,  is  approved.  The  Comp¬ 
troller  further  finds  that  the  failure  of  United  requires 
him  to  act  immediately,  as  contemplated  by  the  Bank 
Merger  Act,  to  prevent  disruption  of  banking  services 
to  the  community;  and  the  Comptroller  thus  waives 
publication  of  notice,  dispenses  with  the  solicitation  of 
competitive  reports  from  other  agencies,  and  autho¬ 
rizes  the  transaction  to  be  consummated  immediately 

Approval  is  also  granted  for  assuming  bank  to  operate 
the  existing  head  office  of  United  as  a  branch 
August  26,  1983 

Due  to  the  emergency  nature  of  the  situation  the 
Attorney  General's  report  was  not  requested 
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THE  FIRST  NATIONAL  BANK  OF  BIRMINGHAM, 

Birmingham.  Ala  ,  and  Citizens  Bank  of  Talladega,  Talladega,  Ala. 


Names  of  banks  and  type  of  transaction  Total  assets 


Citizens  Bank  of  Talladega,  Talladega,  Ala  .  with .  $  24,105,000 

and  The  First  National  Bank  of  Birmingham,  Birmingham,  Ala.  (3185),  which  had .  2,507,091,000 

merged  August  26,  1983,  under  charter  of  the  latter  and  with  the  title  AmSouth  Bank,  National 

Association.  The  merged  bank  at  date  of  merger  had .  2,531,196,000 


Banking  offices 

In  To  be 

operation  operated 


2 

72 


74 


The  Comptroller's  Decision  and  the  Summary  of  Report  by  Attorney  General  can  be  found  on  p.  87 


*  *  * 


THE  PEOPLES  NATIONAL  BANK  OF  MARTINSBURG,  WEST  VIRGINIA, 
Martinsburg,  W.  Va.,  and  The  South  Berkeley  National  Bank,  Inwood,  W.  Va. 


Names  of  banks  and  type  of  transaction 


Total  assets* 


Banking  offices 

In  To  be 

operation  operated 


The  South  Berkeley  National  Bank,  Inwood,  W  Va.  (16341),  with .  $10,822,000  1  _ 

was  purchased  August  26.  1983,  by  The  Peoples  National  Bank  of  Martinsburg.  West  Virginia, 

Martinsburg,  W  Va  (16088),  which  had .  47,431,000  1  _ 

After  the  purchase  was  effected,  the  receiving  bank  had .  .  2 


COMPTROLLER'S  DECISION 

On  June  27,  1983,  application  was  made  to  the  OCC 
pursuant  to  the  Bank  Merger  Act,  12  USC  1828(c),  for 
prior  authorization  for  The  Peoples  National  Bank  of 
Martinsburg,  West  Virginia,  Martinsburg,  W.  Va 
(PNB),  to  purchase  the  assets  and  assume  the  liabil¬ 
ities  of  The  South  Berkeley  National  Bank,  Inwood,  W. 
Va  (SBNB).  The  application  is  based  on  a  written 
agreement  finalized  by  the  banks  on  April  27,  1983. 

PNB  was  chartered  as  a  state  bank  in  1873  and 
converted  to  a  national  banking  association  in  1973. 
On  March  31.  1983,  PNB  had  total  assets  of  $45.5 
million  and  total  deposits  of  $41  5  million.  PNB  oper¬ 
ates  a  single  office  in  Martinsburg 

SBNB,  chartered  in  1974,  had  total  assets  of  $10.6 
million  and  total  deposits  of  $10  4  million  as  of  March 
31  1983  SBNB  operates  a  single  office  in  Inwood 

SBNB  s  relevant  geographic  market  is  considered  to 
be  Berkeley  County  West  Virginia,  as  is  PNB's  market, 
"he  two  banks  operate  approximately  6  miles  apart 
and  will  control  approximately  22  percent  of  the  mar¬ 
ket  s  deposits  following  the  merger  There  are  four 


*  Assef  figures  are  from  the  June  30  1983  report  of  condition 
information  as  of  bate  of  consummation  was  not  available  at  press 


other  commercial  banks  operating  within  the  designat¬ 
ed  market.  Two  of  these  banks  have  applied  for 
permission  to  merge  and,  if  consummated,  the  result¬ 
ing  institution  will  hold  37  percent  of  the  market's 
deposits.  The  remaining  institutions  hold  25  and  16 
percent  of  the  market’s  deposits.  Therefore,  the  result¬ 
ing  bank  will  become  the  third  largest  of  four  commer¬ 
cial  banks  in  the  market.  However,  because  51  per¬ 
cent  of  SBNB's  shareholders  also  own  55  percent  of 
PNB,  the  proposed  purchase  and  assumption  will 
merely  formalize  the  existing  competitive  structure 
and  will  not  result  in  any  lessening  of  competition  in 
the  relevant  market.  The  proposal  will  become  nothing 
more  than  a  corporate  reorganization  and  will  have  no 
effect  on  competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served/'  The  financial  and  managerial  resources  of 
PNB  are  good  and  the  financial  and  managerial  re¬ 
sources  of  SBNB  have  made  the  proposed  transaction 
essential  Future  prospects  of  the  combined  entity  are 
good  The  purchase  will  provide  the  Berkeley  County 
market  with  an  expanded  line  of  banking  services  and 
the  Inwood  community  will  be  provided  with  added 
conveniences  made  available  through  the  resources 
of  a  larger  commercial  bank 


A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
bank  regulatory  responsibilities  revealed  no  evidence 
that  the  applicants'  records  of  helping  to  meet  the 
credit  needs  of  their  communities,  including  low  and 
moderate  income  neighborhoods,  are  less  than  satis¬ 
factory. 

This  decision  is  the  prior  written  approval  required  by 
the  Bank  Merger  Act  for  the  applicants  to  proceed  with 

*  * 


the  proposed  purchase  of  assets  and  assumption  of 
liabilities. 

August  26,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


BANK  ONE  OF  AKRON,  NATIONAL  ASSOCIATION, 

Akron,  Ohio,  and  Bank  One  of  Ravenna,  N.A.,  Ravenna,  Ohio 


Names  of  banks  and  type  of  transaction 


Total  assets 


Bank  One  of  Ravenna,  N.A .,  Ravenna,  Ohio  (5370),  with .  $153,084,000 

and  Bank  One  of  Akron,  National  Association,  Akron,  Ohio  (17008),  which  had .  555,237,000 

merged  September  1 ,  1 983,  under  charter  of  the  latter  and  with  the  title  "Bank  One,  Akron,  National 
Association."  The  merged  bank  at  date  of  merger  had .  708,321,000 


Banking  offices 


In  To  be 

operation  operated 


8 

21 


29 


COMPTROLLER’S  DECISION 

Bank  One  of  Akron,  National  Association  and  Bank 
One  of  Ravenna,  N.A.  are  majority-owned  and  con¬ 
trolled  by  Banc  One  Corporation,  Columbus,  Ohio,  a 
registered  bank  holding  company.  This  proposed 
merger  is  a  corporate  reorganization  which  would 
have  no  effect  on  competition. 

A  review  of  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed 
institutions  and  the  convenience  and  needs  of  the 
community  to  be  served  has  disclosed  no  reason  why 
this  application  should  not  be  approved. 

The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 


responsibilities  revealed  no  evidence  that  the  banks' 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  merger. 

June  29,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 
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CASCO  BANK  AND  TRUST  COMPANY, 

Portland,  Me  and  Northern  National  Bank,  Presque  Isle,  Me. 


Names  of  banks  and  type  of  transaction 


Total  assets 


Casco  Bank  and  Trust  Company,  Portland,  Me.,  with .  $503,293,891 

and  Northern  National  Bank,  Presque  Isle,  Me.  (13768),  which  had .  192,674,688 

consolidated  September  1,  1983,  under  charter  of  the  latter  and  with  the  title  "Casco  Northern 
Bank,  National  Association,  with  headquarters  in  Portland.  The  merged  bank  at  date  of  merger 
had .  695,968,579 


Banking  offices 

In  To  be 

operation  operated 


38 

18 


56 


COMPTROLLER'S  DECISION 

Northern  National  Bank  and  Casco  Bank  and  Trust 
Company  are  majority-owned  and  controlled  by  Cas¬ 
co  Northern  Corporation,  Portland,  Me.,  a  registered 
bank  holding  company  This  proposed  consolidation 
is  a  corporate  reorganization  which  would  have  no 
effect  on  competition. 

A  review  of  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed 
institutions  and  the  convenience  and  needs  of  the 
community  to  be  served  has  disclosed  no  reason  why 
this  application  should  not  be  approved. 

The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 


responsibilities  revealed  no  evidence  that  the  banks' 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  consolidation. 

July  15,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


*  *  * 


THE  FIRST  NATIONAL  BANK  OF  ALBANY, 

Albany,  Ga.,  and  First  National  Bank  of  Thomasville-Thomas  County,  Thomasville,  Ga. 


Names  of  banks  and  type  of  transaction 


Total  assets 


First  National  Bank  of  Thomasville-Thomas  County,  Thomasville,  Ga.  (16280),  with .  $  37,870,000 

and  The  First  National  Bank  of  Albany,  Albany,  Ga.  (14907),  which  had .  76,445,000 

merged  September  1 ,  1983,  under  charter  of  the  latter  and  with  the  title  of  Trust  Company  Bank  of 

South  Georgia,  National  Association."  The  merged  bank  at  date  of  merger  had .  114,315,000 


Banking  offices 

In  To  be 

operation  operated 


2 

4 


6 


COMPTROLLER'S  DECISION 

On  May  5,  1983.  application  was  made  to  the  OCC, 
pursuant  to  the  Bank  Merger  Act,  12  USC  1828(c),  for 
prior  authorization  to  merge  First  National  Bank  of 
Thomasville-Thomas  County,  Thomasville,  Ga. 
(FNBT ).  into  The  First  National  Bank  of  Albany,  Albany, 
Ga  (FNBA)  The  application  is  based  on  an  agree¬ 
ment  finalized  between  FNBT  and  FNBA  on  March  10. 
1983 

FNBA  organized  in  1960  is  a  wholly-owned  subsid- 
ary  of  'rust  Company  of  Georgia  (TCG),  Georgias 


second  largest  bank  holding  company.  As  of  Decem¬ 
ber  31 ,  1982,  FNBA  had  total  assets  of  $66  million  and 
total  deposits  of  $59  million  and  operated  four  offices 
in  Dougherty  County.  FNBA  is  prohibited  from  branch¬ 
ing  into  Thomas  County  except  through  the  acquisition 
of  an  existing  bank. 

FNBT,  organized  in  1974,  had  total  assets  of  $17 
million  and  total  deposits  of  $15  million  as  of  Decem¬ 
ber  31 ,  1982  It  operates  two  offices  in  Thomas  Coun¬ 
ty 


The  relevant  geographic  market  consists  of  Thomas 
County  where  FNBT  has  both  its  offices  and  derives 
virtually  all  its  deposits  and  loans.  Six  banks  are 
located  in  Thomas  County  and  operate  12  offices.  The 
market  is  dominated  by  two  branches  of  Citizens  and 
Southern  National  Bank,  Georgia’s  largest  bank,  and 
by  four  offices  of  Commercial  Bank,  a  subsidiary  of 
CB&T  Bancshares,  Inc.,  Georgia’s  seventh  largest 
bank  holding  company.  These  institutions  have  a 
combined  market  share  of  80  percent  and  FNBT  is 
third  with  9.7  percent  of  deposits. 

FNBA  operates  its  four  offices  in  Dougherty  County 
and  does  not  compete  in  Thomas  County.  The  mar¬ 
kets  of  FNBA  and  FNBT  do  not  overlap  and  none  of  the 
other  subsidiaries  of  TCG  have  any  offices  in  Thomas 
County.  The  proposed  merger  will  have  a  beneficial 
effect  on  competition  by  providing  the  Thomas  County 
market  with  the  resources  and  services  available  from 
FNBA  and  TCG.  These  resources  will  provide  in¬ 
creased  competition  in  the  Thomas  County  market 
which  is  presently  dominated  by  much  larger  institu¬ 
tions. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“.  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 


be  served  "  The  financial  and  managerial  resources  of 
both  banks  are  satisfactory  and  future  prospects  of 
the  combined  entity  are  good  The  merger  will  provide 
the  resulting  bank  with  greater  financial  and  manageri¬ 
al  resources,  the  bank  will  be  able  to  provide  a 
broader  range  of  services  and  FNBT  will  be  able  to 
more  effectively  meet  the  banking  needs  of  its  custom¬ 
ers  and  compete  more  effectively  with  the  dominant 
forces  in  the  market. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
bank  regulatory  responsibilities  revealed  no  evidence 
that  the  applicants'  records  of  helping  to  meet  the 
credit  needs  of  their  communities,  including  low  and 
moderate  income  neighborhoods,  are  less  than  satis¬ 
factory. 

This  decision  is  the  prior  written  approval  required  by 
the  Bank  Merger  Act  for  the  applicants  to  proceed  with 
the  proposed  merger. 

July  19,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


THE  NATIONAL  BANK  OF  SUSSEX  COUNTY, 

Branchville,  N.J.,  and  One  Branch  of  New  Jersey  Bank  (National  Association),  West  Patterson,  N.J. 


Names  of  banks  and  type  of  transaction 


Total  assets* 


Banking  offices 

In  To  be 

operation  operated 


One  Branch  of  New  Jersey  Bank  (National  Association),  West  Patterson,  N.J.  (15709),  with  .  .  $1,328,359,000  1 

was  purchased  September  1,  1983,  by  The  National  Bank  of  Sussex  County,  Branchville.  N.J. 

(13855),  which  had .  87,516,000  7 

After  the  purchase  was  effected,  the  receiving  bank  had .  .  8 


COMPTROLLER’S  DECISION 

On  May  16,  1983,  The  National  Bank  of  Sussex 
County,  Branchville,  N.J.  (NBSC)  applied  for  permis¬ 
sion  to  purchase  certain  assets  and  assume  certain  of 
the  liabilities  of  New  Jersey  Bank  (National  Associa¬ 
tion),  West  Patterson,  N.J.  (NJB)  by  acquiring  NJB’s 
"Sparta  Branch”  located  in  Sparta,  N.J.  The  applica¬ 
tion  is  based  on  an  agreement  finalized  between 
NBSC  and  NJB  on  April  12,  1983. 


’Asset  figures  are  of  whole  bank  as  of  June  30,  1983,  report  of 
condition  Information  as  of  date  of  consummation  was  not  available 
at  press  time 


NBSC  is  the  sole  subsidiary  of  High  Point  Financial 
Corp.,  a  one-bank  holding  company  As  of  March  31. 
1983,  NBSC  had  total  deposits  of  $77  million  and 
operated  seven  offices  in  Sussex  County  As  of  the 
same  date,  the  Sparta  Branch  of  NBJ  had  total  depos¬ 
its  of  $13  million 

The  Sparta  Branch  constitutes  NJB's  only  office  in 
Sussex  County  The  Sparta  Township  is  a  bedroom 
community  of  white-collar  commuters,  surrounded  by 
a  primarily  agricultural  county  NBSC  has  no  offices  in 
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Sparta  or  Sparta  Township,  but  has  one  branch  4 
miles  northeast  of  Sparta  in  Ogdensburg  which  is  the 
only  banking  alternative  in  Ogdensburg  Due  to  Og- 
densburg  s  proximity  to  Sparta,  the  relevant  geo¬ 
graphic  market  for  this  proposal  is  an  area  encom¬ 
passing  the  Sparta  Township  and  Ogdensburg. 

Within  this  market  the  Sparta  Branch  of  NJB  is  the  third 
largest  competitor,  with  10.4  percent  of  the  market's 
deposits  The  market  is  dominated  by  a  large  savings 
bank  (with  54  7  percent  of  the  market)  and  by  Midlan- 
tic  National  Bank/Sussex  and  Merchants  (23.6  per¬ 
cent)  ""his  proposal  is  pursuant  to  a  divestiture  plan 
resulting  from  the  recently  approved  merger  of  Mid¬ 
antic  Banks,  Inc  and  Greater  Jersey  Bancorp,  parent 
of  NJB  The  fourth  participant  in  the  Sparta-Ogdens- 
burg  market  is  an  office  of  a  countywide  bank  which 
ranks  second  in  Sussex  County  in  aggregate  depos¬ 
its  NBSC's  Ogdensburg  Branch  is  the  smallest  of  the 
five  competitors,  with  3.9  percent  of  market  deposits. 

Subsequent  to  the  proposed  acquisition,  one  market 
participant  would  be  eliminated  and  NBSC  would 
move  from  fifth  to  third  place  in  the  market.  However, 
the  resulting  office  would  be  a  more  centrally  located 
office  of  a  countywide  bank  and  market  concentration 
would  not  be  significantly  different.  The  resulting 
branch  office  should  be  able  to  compete  more  effec¬ 
tively  with  the  other  participants  in  the  market  area. 


The  Bank  Merger  Act  requires  this  Office  to  consider 
",  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served."  The  financial  and  managerial  resources  of 
both  banks  are  considered  satisfactory.  As  an  office  of 
NBSC,  the  Sparta  Branch  will  expand  its  banking 
hours  and  will  offer  the  convenience  of  a  countywide 
branching  system.  Consequently,  the  future  prospects 
of  the  resulting  bank  are  favorable,  as  are  the  expect¬ 
ed  effects  of  the  proposal  on  the  convenience  and 
needs  of  the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  does  not 
significantly  lessen  competition  in  the  relevant  market. 
Accordingly,  the  application  is  approved. 

August  1,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


*  *  * 


THE  NATIONAL  STATE  BANK, 

Elizabeth,  N.J.,  and  The  Essex  Bank,  West  Orange,  N.J. 


Names  of  banks  and  type  of  transaction 


Total  assets* 


The  Essex  Bank,  West  Orange,  N.J.,  with .  $  29,908,000 

was  purchased  September  1,  1983,  by  The  National  State  Bank,  Elizabeth,  N.J.  (1436),  which 

had .  1,106,120,000 

After  the  purchase  was  effected,  the  receiving  bank  had . 


Banking  offices 

In  To  be 

operation  operated 

3  _ 

43  _ 

_  46 


COMPTROLLER'S  DECISION 

On  October  6.  1982,  application  was  made  to  the 
OCC  by  The  National  State  Bank,  Elizabeth,  N.J. 
(NSB)  for  prior  authorization  to  purchase  the  assets 
and  assume  the  liabilities  of  The  Essex  Bank,  West 
Orange  N  J  (Essex)  The  application  is  based  on  an 
agreement  finalized  between  NSB  and  Essex  on  Au¬ 
gust  23,  1982 


*  A  see'  figures  are  from  the  June  30  1983  report  of  condition 
r  as  of  date  of  consummation  was  not  available  at  press 


As  of  June  30,  1982,  NSB  had  total  deposits  of  $810 
million  and  operated  43  offices  in  the  central  portion  of 
the  state.  On  the  same  date,  Essex  held  total  deposits 
of  $20  million  and  operated  three  banking  offices  in 
Essex  County. 

The  proponents  do  not  currently  compete  directly 
Therefore,  consummation  of  this  proposal  will  have  no 
significant  effect  on  existing  competition  in  the  rele¬ 
vant  market  The  relevant  market  consists  of  that 
portion  of  Essex  County  from  West  Orange,  to  the 


surrounding  towns  of  South  Orange,  East  Orange, 
Roseland  and  Verona.  There  are  five  commercial 
banks  serving  the  relevant  market  with  12  offices  and 
combined  total  deposits  of  $234  million  Essex  has  a 
deposit  market  share  of  8.6  percent.  NSB  operates  no 
offices  in  the  relevant  market  and  derives  no  measur¬ 
able  business  from  the  areas  served  by  Essex.  Conse¬ 
quently,  consummation  of  this  proposal  will  merely 
replace  one  competitor  in  the  market  with  another. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served.”  The  financial  and  managerial  resources  of 
both  banks  are  considered  satisfactory.  Future  pros¬ 
pects  of  the  proponent  banks,  independently  and  in 
combination,  are  favorable  as  are  the  expected  effects 
of  the  proposal  on  the  convenience  and  needs  of  the 
community  to  be  served. 


A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  does  not 
lessen  competition  in  the  relevant  market  According¬ 
ly,  the  application  is  approved 
January  27,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition 


*  *  * 


THE  PEOPLES’  NATIONAL  BANK  OF  WAPAKONETA, 

Wapakoneta,  Ohio,  and  The  FTB  Seventh  National  Bank,  Wapakoneta,  Ohio 


Names  of  banks  and  type  of  transaction 

Banking  offices 

Total  assets* 

In 

operation 

To  be 
operated 

The  Peoples'  National  Bank  of  Wapakoneta,  Wapakoneta,  Ohio  (3535)  with 

was  purchased  September  1,  1983,  by  The  FTB  Seventh  National  Bank,  Wapakoneta,  Ohio 

$49,245,000 

4 

(17907),  which  had . 

After  the  purchase  was  effected  the  receiving  bank  had . 

The  purchase  was  effected  under  the  title  of  "The  Peoples’  National  Bank  of  Wapakoneta." 

415,200 

0 

4 

COMPTROLLER'S  DECISION 

The  FTB  Seventh  National  Bank  is  being  organized  by 
Fifth  Third  Bancorp,  Cincinnati,  Ohio,  a  bank  holding 
company.  The  purchase  of  The  Peoples’  National 
Bank  of  Wapakoneta  by  The  FTB  Seventh  National 
Bank  is  a  part  of  a  process  whereby  Fifth  Third 
Bancorp  will  acquire  100  percent  (less  directors’  qual¬ 
ifying  shares)  of  The  Peoples’  National  Bank  of  Wapa¬ 
koneta 

The  purchase  is  a  vehicle  for  a  bank  holding  company 
acquisition  and  combines  a  non-operating  bank  with 
an  existing  commercial  bank.  As  such,  it  presents  no 


‘Asset  figures  are  from  the  June  30,  1983,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


competitive  issues  under  the  Bank  Merger  Act,  12 
USC  1828(c). 

The  financial  and  managerial  resources  of  both  banks 
and  the  future  prospects  of  the  resulting  bank  will  be  in 
the  position  to  draw  on  the  financial  and  managerial 
resources  of  its  new  corporate  parent  This  will  permit 
it  to  more  effectively  serve  the  convenience  and  needs 
of  its  community. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory 
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SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 


^his  decision  is  the  prior  written  approval  required  by 
the  Bank  Merger  Act  for  the  applicants  to  proceed  with 

the  proposed  purchase 
July  27,  1983 


We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


THE  FIRST  NATIONAL  BANK  IN  WABASH, 

Wabash,  Ind.,  and  La  Fontaine  Bank,  La  Fontaine,  Ind. 


Names  of  banks  and  type  of  transaction 


Total  assets* 


La  Fontaine  Bank,  La  Fontaine,  Ind.,  with .  $12,136,000 

and  The  First  National  Bank  in  Wabash,  Wabash,  Ind.  (13888),  which  had .  62,543,000 


merged  September  6,  1983,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger 
had . 


Banking  offices 

In  To  be 

operation  operated 


1 

3 


4 


COMPTROLLER'S  DECISION 

On  February  1,  1983.  application  was  made  to  the 
OCC  for  authorization  to  merge  La  Fontaine  Bank,  La 
Fontaine,  Ind  ,  into  The  First  National  Bank  in  Wabash, 
Wabash,  Ind  (First  National),  under  the  charter  and 
title  of  the  latter  The  application  is  based  upon  an 
agreement  finalized  between  the  two  banks  on  Octo¬ 
ber  16.  1982 

La  Fontaine  Bank  had  approximately  $12  million  in 
total  assets  and  $10  million  in  total  deposits  as  of 
September  30,  1982  The  bank  operates  one  banking 
office  in  La  Fontaine,  Ind.  As  of  the  same  date,  First 
National  had  approximately  $56  million  in  total  assets 
and  $47  million  in  total  deposits.  First  National  oper¬ 
ates  three  banking  offices  in  Wabash  and  is  a  wholly- 
owned  subsidiary  of  Wabanc,  Inc.,  a  newly  formed 
bank  holding  company  also  located  in  Wabash. 

Both  banks  operate  in  Wabash  County.  First  National's 
relevant  geographic  market  consists  of  the  northern 
half  of  Wabash  County.  First  National  derives  75 
percent  of  the  dollar  volume  of  its  deposit  and  loan 
business  from  this  area  La  Fontaine  Bank's  relevant 
geographic  market  consists  of  the  southern  and  north¬ 
ern  halves  of  Wabash  and  Grant  Counties,  respective¬ 
ly,  an  area  that  roughly  encircles  the  village  of  La 
Fontaine  Within  this  market  area.  La  Fontaine  Bank 
derives  75  percent  of  the  dollar  volume  of  its  deposit 
and  loan  business 

^he  proposed  merger  would  combine  two  banks 
which  operate  in  separate  and  distinct  primary  service 

'om  the  June  30  1983  report  of  condition 
on  .  jrnrr  at  ,r  was  r  ot  available  at  press 


areas,  i.e.,  those  areas  from  which  they  derive  75 
percent  of  their  deposits.  The  area  of  market  overlap 
that  does  exist  when  the  service  area  definition  is 
expanded  to  include  100  percent  of  deposits  is  not 
considered  to  be  significant.  First  National  and  La 
Fontaine  Bank  are  not  head-on  competitors;  therefore, 
it  can  be  concluded  that  the  merger  will  not  be 
significantly  adverse  to  competition. 

Approval  of  the  merger  will  result  in  additional  services 
and  benefits  for  the  resulting  bank's  trade  area.  In¬ 
cluded  will  be  expansion  of  deposit  and  trust  services, 
the  institution  of  a  credit  card  program  and  an  in¬ 
creased  lending  limit.  The  merger  will  also  enhance 
the  resulting  bank’s  ability  to  compete  through  cost 
reductions,  pooling  of  resources,  and  economies  of 
scale. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“.  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served.”  The  financial  and  managerial  resources 
and  future  prospects  of  both  banks  are  considered 
satisfactory  The  future  prospects  of  the  resulting  bank 
appear  favorable  as  does  its  ability  to  further  enhance 
its  competitiveness  in  the  market  and  serve  the  conve¬ 
nience  and  needs  of  its  customers. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  banks'  records  of  helping  to  meet  the  credit  needs 
of  their  communities,  including  low  and  moderate 
income  neighborhoods,  are  less  than  satisfactory 
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SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 


We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  will  not 
lessen  competition  in  the  relevant  market.  According¬ 
ly,  the  application  is  approved. 

June  15,  1983 


We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 

*  * 


FIRST  NATIONAL  BANK  OF  NEW  JERSEY, 

Totowa,  N.J.,  and  First  National  State  Bank-Hudson,  Bayonne,  N.J. 


Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets*  jn  jQ 

operation  operated 

First  National  Bank  of  New  Jersey,  Totowa,  N.J.  (329),  with .  $1,154,001,000  34 

and  First  National  State  Bank-Hudson,  Bayonne,  N.J.  (12990),  which  had  .  30,484,000  1 

merged  September  6,  1983,  under  charter  of  the  latter  and  with  the  title  First  National  State 

Bank."  The  merged  bank  at  date  of  merger  had .  .  35 


COMPTROLLER’S  DECISION 

On  June  1,  1983,  an  application  was  filed  with  the 
OCC  to  merge  First  National  Bank  of  New  Jersey, 
Totowa,  N.J.  (FNB),  into  First  National  State  Bank- 
Hudson,  Bayonne,  N.J.  (FNSB-Hudson).  This  applica¬ 
tion  is  based  on  an  Agreement  to  Merge  finalized 
between  FNB  and  FNSB-Hudson  on  March  1,  1983. 

As  of  March  31 ,  1983,  FNB,  an  independent  bank,  had 
total  deposits  of  $991 .7  million  and  operated  34  offices 
in  Passaic,  Bergen,  Hudson,  Middlesex  and  Morris 
counties.  On  the  same  date,  FNSB-Hudson  held  $26.1 
million  in  total  deposits  in  one  office  in  Bayonne, 
Hudson  County.  FNSB-Hudson  is  a  wholly-owned 
subsidiary  of  First  National  State  Bancorporation 
(FNS-Bancorp.),  a  $4.9  billion  bank  holding  company 
with  nine  subsidiary  banks  throughout  New  Jersey. 

FNB  operates  two  offices  in  Hudson  County,  where  the 
only  office  of  FNSB  is  located.  This  is  the  only  geo¬ 
graphic  market  in  which  the  two  banks  compete 
directly. 

Hudson  County  contains  offices  of  16  commercial  and 
savings  banks.  FNB  holds  1.4  percent  of  aggregate 
market  deposits  and  is  ranked  11th  in  the  market. 
FNSB-Hudson  is  ranked  15th  with  .7  percent  of  total 
deposits.  The  combined  entity  resulting  from  this 
proposal  would  still  be  ranked  1 1th  in  this  very  uncon¬ 
centrated  market. 

Other  wholly-owned  subsidiary  banks  of  FNS-Ban¬ 
corp.  compete  directly  with  FNB  in  three  other  geo¬ 
graphic  markets,  Bergen,  Morris  and  Middlesex  coun- 

*  Asset  figures  are  from  the  June  30.  1983,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


ties.  No  subsidiaries  of  FNS-Bancorp  operate  offices 
in  Passaic  County. 

In  Bergen  County,  FNS-Bancorp.  subsidiaries  hold  3.9 
percent  of  total  deposits,  ranking  eighth  among  34 
commercial  and  savings  banks,  while  FNB  ranks  15th 
with  .9  percent  of  market  deposits.  In  Morris  County, 
FNS-Bancorp.  subsidiaries  hold  3.9  percent  of  total 
deposits,  for  an  aggregate  ranking  of  seventh  among 
22  competing  banks,  while  FNB  ranks  17th  with  7 
percent.  In  both  Morris  and  Bergen  Counties,  FNS- 
Bancorp. 's  rank  by  aggregate  deposits  will  remain 
unchanged  by  consummation  of  this  proposal 

In  Middlesex  County,  subsidiary  banks  of  FNS-Ban¬ 
corp  hold  aggregate  deposits  equal  to  5.7  percent  of 
the  market  total,  ranking  6th  of  the  market's  27  com¬ 
petitors.  FNB  ranks  10th  with  2.8  percent  of  market 
deposits.  Subsequent  to  the  proposed  merger,  FNS- 
Bancorp.  subsidiaries  would  be  fourth  largest  by 
percentage  of  market  deposits. 

In  all  four  counties,  the  merger  will  eliminate  one 
competitor.  However,  none  of  the  four  markets  is 
highly  concentrated;  they  contain  numerous  competi¬ 
tors  and  are  not  dominated  by  one  or  more  powerful 
institutions.  Consequently,  this  proposed  merger 
would  not  significantly  lessen  competition  within  these 
markets. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“.  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served."  The  financial  and  managerial  resources  of 
both  banks  are  considered  satisfactory  Consumma- 
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tion  ot  tne  proposed  merger  will  provide  the  resulting 
bank  with  access  to  the  considerable  financial  re¬ 
sources  of  FNS-Bancorp  and  the  broad  range  of 
services  available  through  other  FNS-Bancorp  sub¬ 
sidiaries  Consequently,  the  future  prospects  of  the 
resulting  bank  are  favorable,  as  are  the  expected 
effects  of  the  proposal  on  the  convenience  and  needs 
of  the  community  to  be  served 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants'  records  of  helping  to  meet  the  credit 


needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  does  not 
significantly  lessen  competition  in  the  relevant  market 
Accordingly,  the  application  is  approved 
August  5,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


THE  FIRST  NATIONAL  BANK  OF  BIRMINGHAM, 

Birmingham,  Ala.,  and  Citizens  National  Bank  of  Limestone  County,  Athens,  Ala. 


Names  of  banks  and  type  of  transaction 

Total  assets 

Banking  offices 

In 

operation 

To  be 
operated 

Citizens  National  Bank  of  Limestone  County,  Athens,  Ala.  (16291)  with 

and  The  First  National  Bank  of  Birmingham,  Birmingham,  Ala.  (3185),  which  had 

merged  September  9,  1 983,  under  charter  of  the  latter  and  with  the  title  AmSouth  Bank,  National 

Association  The  merged  bank  at  date  of  merger  had 

$  23,945,000 

2 

2,740,983,000 

74 

2.764,928,000 

76 

The  Comptroller's  Decision  and  the  Summary  of  Report  by  Attorney  General 

can  be  found  on 

p.  87 

*  *  * 


THE  FIRST  NATIONAL  BANK  OF  BIRMINGHAM, 

Birmingham,  Ala.,  and  First  National  Bank  of  Decatur,  Decatur,  Ala. 


Names  of  banks  and  type  of  transaction 

Banking  offices 

Total  assets 

In 

operation 

To  be 
operated 

First  National  Bank  of  Decatur,  Decatur,  Ala.  (6380),  with 

and  The  First  National  Bank  of  Birmingham,  Birmingham,  Ala.  (3185),  which  had 

merged  September  9,  1983,  under  charter  of  the  latter  and  with  the  title  AmSouth  Bank,  National 

Association.  The  merged  bank  at  date  of  merger  had 

$  112,110.000 

5 

2,628.873,000 

76 

2,740,983,000 

81 

he  Comptroller's  Decision  and  the  Summary  of  Report  by  Attorney  General 

can  be  found  on 

p  87. 

*  *  * 
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THE  FIRST  NATIONAL  BANK  OF  PRINCETON, 

Princeton.  N.J.,  and  United  Jersey  Bank/Central,  Elizabeth,  N.J. 


Names  of  banks  and  type  of  transaction 


Total  assets* 


Banking  offices 

In  To  be 

operation  operated 


United  Jersey  Bank/Central,  Elizabeth,  N.J.,  with  .  $176,896,000 

and  The  First  National  Bank  of  Princeton,  Princeton,  N.J.  (4872),  which  had .  254,252,000 

merged  September  9,  1983,  under  charter  of  the  latter  and  title  "United  Jersey  Bank,  National 

Association."  The  merged  bank  at  date  of  merger  had .  .  18 


COMPTROLLER'S  DECISION 

United  Jersey  Bank/Central  and  The  First  National 
Bank  of  Princeton  are  majority-owned  and  controlled 
by  United  Jersey  Banks,  Princeton,  N.J.,  a  registered 
bank  holding  company.  This  proposed  merger  is  a 
corporate  reorganization  which  would  have  no  effect 
on  competition. 

A  review  of  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed 
institutions  and  the  convenience  and  needs  of  the 
community  to  be  served  has  disclosed  no  reason  why 
this  application  should  not  be  approved. 


‘Asset  figures  are  from  the  June  30,  1983,  report  of  condition. 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  banks’ 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  merger. 

July  20,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


SOCIETY  NATIONAL  BANK  OF  NORTHWEST  OHIO, 

Fostoria,  Ohio,  and  The  American  Bank,  Port  Clinton,  Ohio,  and  The  Fremont  Savings  Bank  Company,  Fremont, 
Ohio 


Names  of  banks  and  type  of  transaction 


Total  assets 


Banking  offices 

In  To  be 

operation  operated 


The  American  Bank,  Port  Clinton,  Ohio,  with .  $  62,952.092  2 

The  Fremont  Savings  Bank  Company,  Fremont,  Ohio,  with .  70,176,593  3 

and  Society  National  Bank  of  Northwest  Ohio,  Fostoria,  Ohio  (15591),  which  had .  129,120,057  10 

merged  September  19,  1983,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 

merger  had .  262,248,742  - 


15 


COMPTROLLER’S  DECISION 

The  American  Bank,  The  Fremont  Savings  Bank  Com¬ 
pany  and  Society  National  Bank  of  Northwest  Ohio  are 
majority-owned  and  controlled  by  Society  Corpora¬ 
tion,  Cleveland,  Ohio,  a  registered  bank  holding  com¬ 
pany.  This  proposed  merger  is  a  corporate  reorgani¬ 
zation  which  would  have  no  effect  on  competition. 

A  review  of  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed 
institutions  and  the  convenience  and  needs  of  the 


community  to  be  served  has  disclosed  no  reason  why 
this  application  should  not  be  approved. 

The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  banks' 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory 
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This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  merger 
June  2,  1983 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


PEOPLES  NATIONAL  BANK  OF  WASHINGTON, 

Seattle,  Wash.,  and  Two  Branches  of  Tumwater  State  Bank,  Olympia,  Wash. 


Names  of  banks  and  type  of  transaction 

Total  assets* 

Banking  offices 

In 

operation 

To  be 
operated 

Two  Branches  of  Tumwater  State  Bank,  Olympia,  Wash.,  with 

were  purchased  September  20,  1983,  by  Peoples  National  Bank  of  Washington,  Seattle,  Wash. 
(14394),  which  had . 

$  11,059,000 

2,029,1 13,000 

2 

92 

After  the  purchase  was  effected,  the  receiving  bank  had 

94 

COMPTROLLER'S  DECISION 

On  June  1 ,  1983.  application  was  made  to  the  OCC  by 
Peoples  National  Bank  of  Washington,  Seattle,  Wash. 
(Peoples  National),  to  purchase  the  assets  and  as¬ 
sume  the  liabilities  of  the  Fifth  and  Jefferson  and 
Legion  and  Jefferson  branches  of  Tumwater  State 
Bank,  Olympia,  Wash.  (Tumwater  Bank).  The  applica¬ 
tion  is  based  upon  an  agreement  finalized  between 
the  two  banks  on  March  2,  1982 

Peoples  National  is  a  wholly-owned  subsidiary  of 
Peoples  Ban  Corporation,  a  one-bank  holding  compa¬ 
ny  headquartered  in  Seattle,  Wash.  As  of  December 
31,  1982,  Peoples  Bank  had  total  assets  of  approxi¬ 
mately  $1,966  million  and  operates  a  total  of  92 
banking  locations  Tumwater  Bank  is  a  wholly-owned 
subsidiary  of  Washington  Community  Bancshares, 
Inc.,  a  two-bank  holding  company.  As  of  December 
31,  1982,  Tumwater  Bank  had  total  assets  of  approxi¬ 
mately  $10  million  and  operated  three  branches  in 
addition  to  its  head  office. 

Tumwater  Bank’s  relevant  geographic  market  consists 
of  the  greater  Olympia  area  which  includes  the  cities 
of  Olympia,  Tumwater  and  Lacy.  All  four  banking 
offices  of  Tumwater  Bank  are  located  within  this  area. 
Peoples  National  has  no  branches  in  the  greater 
Olympia  area  Its  nearest  branch  is  located  approxi¬ 
mately  30  miles  north  in  Tacoma  Because  it  does  not 
have  offices  in  the  area,  Peoples  Bank  does  not 


*  figures  are  of  //hole  bank  as  of  June  30  1983,  report  of 
nfryrr  at. or  as  of  bate  of  consummation  was  not  available 


provide  any  significant  services  nor  draw  any  signifi¬ 
cant  business  from  the  greater  Olympia  area. 

Consummation  of  the  proposal  will  not  be  significantly 
adverse  to  competition  On  the  contrary,  the  transac¬ 
tion  is  expected  to  be  beneficial  to  competition  by 
adding  a  new  competitor  to  the  greater  Olympia 
banking  market  With  specific  regard  to  the  service 
areas  of  the  two  branches  in  question,  the  transaction 
will  merely  replace  one  competitor  with  another. 

Approval  of  the  transaction  will  result  in  additional 
services  and  benefits  for  present  and  future  custom¬ 
ers  of  the  two  branches.  Peoples  Bank  will  be  able  to 
orovide  major  credit  card  and  specialized  banking 
services,  automated  teller  machines,  and  a  signifi¬ 
cantly  increased  lending  limit. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“.  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served."  The  financial  and  managerial  resources 
and  future  prospects  of  the  resulting  bank  appear 
favorable  as  does  its  ability  to  further  enhance  its 
competitiveness  in  the  market  and  serve  the  conve¬ 
nience  and  needs  of  its  customers. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  banks'  records  of  helping  to  meet  the  credit  needs 
of  their  communities,  including  low  and  moderate 
income  neighborhoods,  are  less  than  satisfactory 


We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  find  that  it  will  not 
lessen  competition  in  the  relevant  market.  According¬ 
ly,  the  application  is  approved. 

August  19,  1983 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 

* *  * 


THE  FIRST  NATIONAL  BANK  OF  BIRMINGHAM, 

Birmingham,  Ala.,  and  State  Bank  of  the  Gulf,  Gulf  Shores,  Ala. 


Names  of  banks  and  type  of  transaction 

Total  assets 

Banking  offices 

In  To  be 

operation  operated 

Rank  nf  thp  Gulf  Gulf  Shores  Ala  with  . 

$  23,903,000 

1 

and  The  First  National  Bank  of  Birmingham,  Birmingham,  Ala.  (3185),  which  had . 

merged  September  23,  1983,  under  charter  of  the  latter  and  with  the  title  '  AmSouth  Bank, 
National  Association."  The  merged  bank  at  date  of  merger  had . 

2,771,723,000 

2,795,626,000 

81 

82 

The  Comptroller's  Decision  and  the  Summary  of  Report  by  Attorney  General  can  be  found  on  p  87. 


THE  CITIZENS  AND  SOUTHERN  NATIONAL  BANK, 

Savannah,  Ga.,  and  The  National  Bank  of  Fitzgerald,  Fitzgerald,  Ga. 


Names  of  banks  and  type  of  transaction 


Total  assets* 


Banking  offices 

In  To  be 

operation  operated 


The  National  Bank  of  Fitzgerald,  Fitzgerald,  Ga.  (13550),  with .  $  40,457,000  3  - 

and  The  Citizens  and  Southern  National  Bank,  Savannah,  Ga.  (13068),  which  had .  5,675,083,000  145  - 

merged  September  30,  1983,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 

merger  had .  .  148 


COMPTROLLER’S  DECISION 

On  May  27,  1983,  application  was  made  to  the  OCC, 
pursuant  to  the  Bank  Merger  Act,  12  USC  1828(c),  for 
prior  authorization  to  merge  The  National  Bank  of 
Fitzgerald,  Fitzgerald,  Ga.  (NBF),  into  The  Citizens 
and  Southern  National  Bank,  Savannah,  Ga.  (CSNB). 
The  application  is  based  on  an  agreement  finalized 
between  NBF  and  CSNB  on  April  19,  1983. 

CSNB  is  a  wholly-owned  subsidiary  of  Citizens  and 
Southern  Georgia  Corporation  (CSGC)  and  operates 
139  full  service  offices  in  Athens,  Atlanta,  Augusta, 
Dalton,  Hartwell,  Jackson,  Macon,  Moultrie,  Savan¬ 
nah,  Thomasville,  Valdosta  and  Warner  Robins  CSNB 
had  total  assets  of  $5.5  billion  as  of  December  31, 
1982.  CSGC  also  has  a  majority  interest  in  five  subsid- 


*  Asset  figures  are  from  the  June  30,  1983,  report  of  condition 
Information  as  of  date  of  consummation  was  not  available  at  press 

*  time 


iary  state  chartered  banks  with  19  offices  in  Albany, 
Dublin,  LaGrange,  Newnan  and  Thomaston,  Ga 

NBF,  organized  in  1931 ,  is  a  wholly-owned  subsidiary 
of  NBF  Corporation  and  had  total  assets  of  $38  5 
million  as  of  December  31.  1982.  NBF  operates  two 
full  service  offices  and  one  detached  facility  in  Ben  Hill 
County. 

The  relevant  geographic  market  consists  of  Ben  Hill 
County,  Ga  NBF  has  been  a  "correspondent  asso¬ 
ciate"  of  CSNB  since  1974,  and  receives  extensive 
management  advice  and  operational  assistance  from 
CSNB  and  maintains  very  close  ties  with  CSNB  As  a 
result  of  the  correspondent  associate  relationship. 
NBF  and  CSNB  do  not  compete  against  each  other 
but  compete  as  C&S  banks  against  non-C&S  banks  in 
their  respective  markets  None  of  CSNB  s  offices  are  in 
Ben  Hill  County,  the  relevant  geographic  market  The 
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closest  office  is  in  Moultrie,  Colquitt  County,  53  miles 
from  NBF  xhe  nearest  office  of  any  of  CSGC's  five 
subsiaiary  banks  is  located  in  Albany,  Ga  ,  67  miles 
from  NBF  Trie  proposed  merger  will  merely  formalize 
the  existing  competitive  structure  and  will  not  result  in 
any  lessening  of  competition  in  the  relevant  market. 
CSNB  and  its  correspondent  associates  operate  as  an 
interdependent  financial  services  system  and  the  pro¬ 
posal  would  effectively  be  nothing  more  than  a  corpo¬ 
rate  reorganization  within  the  CSGC  system.  As  such, 
the  proposal  will  have  no  effect  on  competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served  The  financial  and  managerial  resources  of 
both  banks  are  satisfactory  and  future  prospects  of 
the  combined  entity  are  good.  The  merger  will  provide 
the  Fitzgerald  community  with  more  services  than  it 
already  enjoys  as  a  correspondent  associate  and  will 
provide  greater  financial  and  managerial  resources 


which  will  enable  FNB  to  more  effectively  meet  the 
banking  needs  of  its  community  and  offer  more  effec¬ 
tive  competition. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
bank  regulatory  responsibilities  revealed  no  evidence 
that  the  applicants’  records  of  helping  to  meet  the 
credit  needs  of  their  communities,  including  low  and 
moderate  income  neighborhoods,  are  less  than  satis¬ 
factory. 

This  decision  is  the  prior  written  approval  required  by 
the  Bank  Merger  Act  for  the  applicants  to  proceed  with 
the  proposed  merger. 

August  29,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


*  *  * 


COMMERCIAL  NATIONAL  BANK, 

Ithaca,  Mich.,  and  Central  National  Bank  of  Alma,  Alma,  Mich. 


Names  of  banks  and  type  of  transaction 


Total  assets* 


Commercial  National  Bank,  Ithaca,  Mich.  (9654),  with .  $69,484,000 

and  Central  National  Bank  of  Alma,  Alma,  Mich.  (15001),  which  had .  28,418,000 


merged  September  30,  1983,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at 
date  of  merger  had . 


Banking  offices 


In  To  be 

operation  operated 


3 

3 


6 


COMPTROLLER  S  DECISION 

On  March  1 6,  1 983.  application  was  made  to  the  OCC 
for  prior  authorization  to  merge  Commercial  National 
Bank,  Ithaca,  Mich  (Commercial)  into  Central  National 
Bank  of  Alma,  Alma,  Mich  (Central).  This  application 
is  based  on  an  agreement  finalized  between  Commer¬ 
cial  and  Central  on  November  19,  1982. 

As  of  December  31,  1982,  Commercial,  an  indepen¬ 
dent  bank,  had  total  deposits  of  $55  million  and 
operated  from  its  main  office  in  Ithaca  and  two  branch 
offices  in  Middleton  and  Pompeii  in  the  southern 
portion  of  Gratiot  County  As  of  the  same  date,  Central, 
also  an  independent  bank,  had  total  deposits  of  $22 
million  and  operated  from  its  main  office  and  two 


*  figures  are  from  the  June  30  1983  report  of  condition 
r1  v'^a'or  as  of  date  of  oonsumimation  was  not  available  at  press 


branches  in  Alma,  located  in  northern  Gratiot  County, 
and  one  branch  in  Shepherd,  located  north  of  Alma  in 
the  southern  portion  of  neighboring  Isabella  County 

Although  Commercial  is  merging  into  Central,  Com¬ 
mercial  cannot  be  viewed  as  the  target  bank  as  that 
term  is  commonly  used  The  proposal  is  structured  in 
this  manner  in  order  to  preserve  the  resulting  bank's 
presence  in  Alma.  Therefore,  the  relevant  market  for 
this  proposal  was  determined  to  be  the  northern  and 
central  portions  of  Gratiot  County  and  the  southern 
portion  of  Isabella  County,  the  area  from  which  Central 
derives  the  bulk  of  its  deposits.  Within  this  area,  ten 
commercial  banks  operate  23  offices  Central  ranks 
seventh  with  6  8  percent  of  the  market  s  deposits  and 
Commercial  ranks  fourth  with  8  5  percent  of  the  mar¬ 
ket  The  resulting  bank  would  rank  third  In  addition  to 
the  large  number  of  market  participants,  other  factors 
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serve  to  mitigate  any  concern  over  any  lessening  of 
competition  resulting  from  approval  of  this  application 
Two  statewide  multibillion  dollar  holding  companies 
are  represented  in  the  market  and  exert  a  competitive 
influence  that  is  greater  than  indicated  by  their  market 
shares.  Further,  competition  is  provided  by  two  sav¬ 
ings  and  loan  associations  which  operate  throughout 
the  market  area.  Also,  the  location  of  the  branches  of 
each  of  the  proponents  (Central  in  the  northern  portion 
of  the  market  and  Commercial  in  the  far  southern 
portion  of  Gratiot  County)  indicates  that  each  bank  has 
targeted  different  portions  of  the  market  and  that  direct 
competition  is  not  significant.  Both  institutions  are 
headguartered  in  Gratiot  County;  however,  there  is  no 
evidence  of  any  meaningful  direct  competition  and 
consummation  of  this  proposal  will  not  have  a  signifi¬ 
cant  effect  on  competition  in  the  relevant  geographic 
market. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
",  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions 
and  the  convenience  and  needs  of  the  community  to 
be  served."  The  financial  and  managerial  resources  of 

*  * 


both  banks  are  considered  satisfactory  The  resulting 
institution  will  have  a  strong  level  of  capitalization  and 
should  be  a  more  viable  competitor  in  the  relevant 
market  but  will  not  dominate  the  market  The  conve¬ 
nience  and  needs  of  the  community  should  be  en¬ 
hanced  by  consummation  of  the  proposal 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 
regulatory  responsibilities  revealed  no  evidence  that 
the  applicants’  records  of  helping  to  meet  the  credit 
needs  of  their  communities,  including  low  and  moder¬ 
ate  income  neighborhoods,  are  less  than  satisfactory 

This  proposal  has  been  analyzed  pursuant  to  the  Bank 
Merger  Act,  12  USC  1828(c),  and  we  find  that  it  does 
not  significantly  lessen  competition  in  the  relevant 
market.  Accordingly,  the  application  is  approved 
August  1 1 ,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 


THE  DOMINION  BANK  OF  DENVER, 

Denver,  Colo.,  and  Central  Bank  at  Stapleton,  National  Association,  Denver,  Colo. 


Names  of  banks  and  type  of  transaction 


Total  assets* 


Banking  offices 

In  To  be 

operation  operated 


The  Dominion  Bank  of  Denver,  Denver,  Colo.,  with  .  $16,709,000  1  - 

was  purchased  September  30,  1983,  by  Central  Bank  at  Stapleton,  National  Association,  Denver, 

Colo.  (17934),  which  had  .  800,000  0  _ 

After  the  purchase  was  effected  the  receiving  bank  had  .  .  1 


COMPTROLLER’S  DECISION 

On  September  30,  1983,  application  was  made  to  the 
OCC  to  grant  prior  written  approval  for  Central  Bank  at 
Stapleton,  National  Association,  Denver,  Colo.  (As¬ 
suming  Bank),  to  purchase  certain  assets  and  assume 
certain  liabilities  of  The  Dominion  Bank  of  Denver, 
Denver,  Colo.  The  application  rests  upon  an  agree¬ 
ment,  incorporated  herein  by  reference  the  same  as  if 
fully  set  forth,  negotiated  between  the  Assuming  Bank 
and  the  Federal  Deposit  Insurance  Corporation  (FDIC) 
as  receiver  of  The  Dominion  Bank  of  Denver.  For 
reasons  set  forth  below,  the  application  is  hereby 


*  Asset  figures  are  from  the  organizing  information  for  the  organizing 
bank  and  from  the  June  30.  1983,  report  of  condition  for  the 
operating  bank  Information  as  of  date  of  consummation  was  not 
available  at  press  time 


approved  and  the  Assuming  Bank  is  authorized  to 
consummate  the  purchase  and  assumption  transac¬ 
tion  immediately. 

The  Dominion  Bank  of  Denver  is  a  state-chartered, 
non-member  bank,  and  at  the  close  of  business  on 
September  30,  1983,  had  total  deposits  of  approxi¬ 
mately  $13  million  The  bank  was  declared  insolvent 
by  the  Commissioner  of  Banking  of  the  State  of 
Colorado  on  September  30,  1983,  and  was  placed  in 
the  hands  of  the  FDIC  as  receiver  The  Comptroller  of 
the  Currency  has  now  been  requested  to  grant  his 
written  approval  of  the  proposed  agreement  negotiat¬ 
ed  between  the  FDIC  and  the  Assuming  Bank  by 
which  the  latter  would  purchase  certain  assets  and 
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assume  certain  liabilities,  of  The  Dominion  Bank  of 
Denver 

Unaer  the  Bank  Merger  Act,  12  USC  1828(c),  the 
Comptroller  cannot  approve  a  purchase  and  assump¬ 
tion  transaction  which  would  have  certain  proscribed 
anticompetitive  effects  unless  he  finds  these  anticom¬ 
petitive  effects  to  be  clearly  outweighed  in  the  public 
interest  by  the  probable  effect  of  the  transaction  in 
meeting  the  convenience  and  needs  of  the  community 
to  be  served 

Additionally,  the  Comptroller  is  directed  to  consider 
the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions, 
and  the  convenience  and  needs  of  the  community  to 
be  served  When  necessary,  however,  to  prevent  the 
evils  attendant  upon  the  failure  of  a  bank,  the  Comp¬ 
troller  can  dispense  with  the  standards  applicable  to 
usual  acquisition  transactions  and  need  not  consider 
reports  on  the  competitive  effects  of  the  transaction 
ordinarily  solicited  from  the  Department  of  Justice  and 
other  banking  agencies  He  is  authorized  in  such 
circumstances  to  act  immediately  in  his  sole  discretion 
to  approve  such  a  transaction  and  to  authorize  its 
immediate  consummation 


The  proposed  acquisition  will  be  in  accord  with  all 
pertinent  provisions  of  the  National  Bank  Act  and  will 
prevent  a  disruption  to  the  Denver  community  The 
Assuming  Bank  has  sufficient  financial  and  manageri¬ 
al  resources,  and  this  acquisition  will  enable  it  to 
enhance  the  banking  services  offered  in  the  Denver 
community. 

The  Comptroller  finds  that  the  anticompetitive  effects 
of  the  proposed  transaction,  if  any,  are  clearly  out¬ 
weighed  in  the  public  interest  by  the  probable  effect  of 
the  proposed  transaction  in  meeting  the  convenience 
and  needs  of  the  community  to  be  served.  For  these 
reasons,  the  Assuming  Bank’s  application  to  assume 
certain  liabilities  and  purchase  certain  assets  of  The 
Dominion  Bank  of  Denver,  as  set  forth  in  the  agree¬ 
ment,  is  approved.  The  Comptroller  further  finds  that 
the  failure  of  The  Dominion  Bank  of  Denver  requires 
him  to  act  immediately,  as  contemplated  by  the  Bank 
Merger  Act,  to  prevent  disruption  of  banking  services 
to  the  community;  and  the  Comptroller  thus  waives 
publication  of  notice,  dispenses  with  the  solicitation  of 
competitive  reports  from  other  agencies,  and  autho¬ 
rizes  the  transaction  to  be  consummated  immediately. 
September  30,  1983 

Due  to  the  emergency  nature  of  the  situation,  the 
Attorney  General’s  report  was  not  requested. 


*  *  * 


THE  FIRST  NATIONAL  BANK  OF  ATLANTA, 

Atlanta,  Ga.,  and  The  First  National  Bank  of  Cartersville,  Cartersville,  Ga. 


Names  of  banks  and  type  of  transaction 


Total  assets* 


Banking  offices 

In  To  be 

operation  operated 


The  First  National  Bank  of  Cartersville,  Cartersville,  Ga.  (4012),  with .  $  68,866,000  4  _ 

and  The  First  National  Bank  of  Atlanta,  Atlanta,  Ga.  (1559),  which  had .  4,380,663,000  78  _ 

merged  September  30,  1983.  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of 

merger  had .  .  82 


COMPTROLLER'S  DECISION 

The  First  National  Bank  of  Cartersville  and  The  First 
National  Bank  of  Atlanta  are  majority-owned  and  con¬ 
trolled  by  First  Atlanta  Corporation,  Atlanta,  Ga.,  a 
registered  bank  holding  company.  This  proposed 
merger  is  a  corporate  reorganization  which  would 
have  no  effect  on  competition 


A  review  of  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed 


,re s  are  from  the  June  30  1983  report  of  condition 
as  of  dare  of  consummation  was  not  available  at  press 


institutions  and  the  convenience  and  needs  of  the 
community  to  be  served  has  disclosed  no  reason  why 
this  application  should  not  be  approved. 

The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  banks' 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory 
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This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  merger. 

August  15,  1983 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition 


NCNB  NATIONAL  BANK  OF  FLORIDA, 

Tampa,  Fla.,  and  The  First  National  Bank  of  Lake  City,  Lake  City,  Fla.,  and  NCNB  National  Bank  of  Florida, 
Boca  Raton,  Fla. 


Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets*  /n  j0  ^ e 

operation  operated 

NCNB  National  Bank  of  Florida,  Tampa,  Fla.  (17774),  with .  $1,642,823,000  15 

and  The  First  National  Bank  of  Lake  City,  Lake  City,  Fla.  (7540),  with .  30.343,000  1 

and  NCNB  National  Bank  of  Florida,  Boca  Raton,  Fla.  (17775),  which  had .  1,001.204,000  23 

consolidated  September  30,  1983,  under  charter  and  title  of  the  latter  with  headquarters  in 

Tampa.  The  consolidated  bank  at  date  of  consolidation  had .  .  39 


COMPTROLLER'S  DECISION 

NCNB  National  Bank  of  Florida  (Boca  Raton),  NCNB 
National  Bank  of  Florida  (Tampa),  and  The  First  Na¬ 
tional  Bank  of  Lake  City  are  majority-owned  and 
controlled  by  NCNB  Corporation,  Charlotte,  N.C.,  a 
registered  bank  holding  company.  This  proposed 
consolidation  is  a  corporate  reorganization  which 
would  have  no  effect  on  competition. 

A  review  of  the  financial  and  managerial  resources 
and  future  prospects  of  the  existing  and  proposed 
institutions  and  the  convenience  and  needs  of  the 
community  to  be  served  has  disclosed  no  reason  why 
this  application  should  not  be  approved. 


‘Asset  figures  are  from  the  June  30,  1983,  report  of  condition. 
Information  as  of  date  of  consummation  was  not  available  at  press 
time 


The  record  of  this  application  and  other  information 
available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  banks' 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income 
neighborhoods,  are  less  than  satisfactory. 

This  is  the  prior  written  approval  required  by  the  Bank 
Merger  Act,  12  USC  1828(c),  for  the  applicants  to 
proceed  with  the  consolidation. 

August  23,  1983 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and 
conclude  that  it  would  not  have  a  significantly  adverse 
effect  on  competition. 
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II  Mergers  consummated  involving  a  single  operating  bank. 

Because  of  space  limitations,  the  Quarterly  Journal  will  no  longer  carry  the  Comptroller's  Decision  or  the 
Summary  of  report  by  Attorney  General  for  transactions  involving  a  single  operating  bank  if  the  standard  text 

below  is  used 


COMPTROLLER'S  DECISION 

Bank  is  being  organized  by  *  *  \  a  bank  holding 
company  The  merger  of  *  *  *  Bank  into  *  *  *  (organiz¬ 
ing)  Bank  is  a  part  of  a  process  whereby  *  *  *  (holding 
company),  will  acquire  100  percent  (less  directors' 
qualifying  shares)  of  ’  *  *  Bank.  The  merger  is  a  vehicle 
for  a  bank  holding  company  acquisition  and  combines 
a  non-operating  bank  with  an  existing  commercial 
bank  As  such,  it  presents  no  competitive  issues  under 
the  Bank  Merger  Act.  12  USC  1828(c). 

^he  financial  and  managerial  resources  of  both  propo¬ 
nents  and  the  future  prospects  of  the  resulting  bank 
are  favorable.  After  the  merger,  the  resulting  bank  will 
be  in  the  position  to  draw  on  the  financial  and  mana¬ 
gerial  resources  of  its  new  corporate  parent  This  will 
permit  it  to  more  effectively  serve  the  convenience  and 
needs  of  its  community. 

A  review  of  the  record  of  this  application  and  other 
information  available  to  this  Office  as  a  result  of  its 


regulatory  responsibilities  revealed  no  evidence  that 
the  applicant's  record  of  helping  to  meet  the  credit 
needs  of  the  entire  community,  including  low  and 
moderate  income  neighborhoods,  is  less  than  satis¬ 
factory. 

This  decision  is  the  prior  written  approval  required  by 
the  Bank  Merger  Act  for  the  applicants  to  proceed  with 
the  proposed  merger. 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

The  proposed  merger  is  part  of  a  plan  through  which 
the  *  *  *  Bank  would  become  a  subsidiary  of  *  *  *,  a 
bank  holding  company.  The  instant  transaction  would 
merely  combine  an  existing  bank  with  a  non-operating 
institution;  as  such,  and  without  regard  to  the  acquisi¬ 
tion  of  the  surviving  bank  by  *  *  *  (holding  company),  it 
would  have  no  effect  on  competition. 


ADAMS  COUNTY  NATIONAL  BANK, 

Gettysburg,  Pa.,  and  ACNB  Interim  National  Bank,  Gettysburg,  Pa. 


Names  of  banks  and  type  of  transaction 


Total  assets 


Adams  County  National  Bank,  Gettysburg,  Pa.  (311),  with .  $193,506,000 

and  ACNB  Interim  National  Bank,  Gettysburg,  Pa.  (311),  which  had .  120,000 

merged  July  1 ,  1 983,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had .  193,506.000 

The  resulting  bank  is  a  subsidiary  of  ACNB  Corporation,  Gettysburg,  Pa. 


Banking  offices 


In  To  be 

operation  operated 


11 

0 


11 


BECKLEY  NATIONAL  BANK, 

Beckley,  W.  Va.,  and  Appalachian  National  Bank,  Beckley,  W.  Va. 


Names  of  banks  and  type  of  transaction 


Total  assets 


Beckley  National  Bank,  Beckley,  W  Va  (10589),  with .  $192,634,000 

and  Appalachian  National  Bank,  Beckley.  W  Va  (10589),  which  had .  120,000 

merged  July  1 .  1983,  under  charter  of  the  latter  and  title  of  the  former  The  merged  bank  at  date  of 

merger  had  .  192,634,000 

The  resulting  bank  is  a  subsidiary  of  Southern  Bankshares  Inc.,  Beckley,  W  Va 


Banking  offices 

In  To  be 

operation  operated 


1 

0 


*  ¥  * 
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THE  BRADFORD  NATIONAL  BANK, 

Bradford,  Vt.,  and  New  Bradford  National  Bank,  Bradford,  Vt. 


Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets*  /n  jQ  be 

operation  operated 

The  Bradford  National  Bank,  Bradford,  Vt.  (7267),  with .  $34,677,000  4 

and  New  Bradford  National  Bank,  Bradford,  Vt.  (7267),  which  had .  120.000 

merged  July  1 ,  1983,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had .  .  4 

The  resulting  bank  is  a  subsidiary  of  First  National  Vermont  Corporation,  Springfield,  Vt. 

*  Asset  figures  are  from  the  organizing  information  for  the  organizing  bank  and  from  the  June  30,  1983,  report  of  condition  for  the  operating 
bank.  Information  as  of  date  of  consummation  was  not  available  at  press  time 


*  *  * 


DOWNINGTOWN  NATIONAL  BANK, 

Downingtown,  Pa.,  and  Downingtown  Interim  National  Bank,  Downingtown,  Pa. 

Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets*  /n  j0  pe 

operation  operated 

Downingtown  National  Bank,  Downingtown,  Pa.  (661),  with .  $77,726,000  1 

and  Downingtown  Interim  National  Bank,  Downingtown,  Pa.  (661),  which  had .  120,000  0 

merged  July  1,  1983,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had .  . 

The  resulting  bank  is  a  subsidiary  of  DNB  Financial  Corporation,  Downingtown,  Pa. 

*  Asset  figures  are  from  the  organizing  information  for  the  organizing  bank  and  from  the  June  30,  1983,  report  of  condition  for  the  operating 
bank  Information  as  of  date  of  consummation  was  not  available  at  press  time 


*  *  * 


FIRST  NATIONAL  BANK  AND  TRUST  COMPANY  OF  LA  PORTE, 
La  Porte,  Ind.,  and  La  Porte  County  National  Bank,  La  Porte,  Ind. 


Names  of  banks  and  type  of  transaction 


Total  assets 


First  National  Bank  and  Trust  Company  of  La  Porte,  La  Porte,  Ind.  (377),  with . 

and  La  Porte  County  National  Bank,  La  Porte,  Ind.  (377),  which  had . 

merged  July  1 ,  1 983,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had . 

The  resulting  bank  is  a  subsidiary  of  First  La  Porte  Financial  Corp.,  La  Porte,  Ind 


$126,790,245 

120,000 


126,910,245 


Banking  offices 


In  To  be 

operation  operated 


5 

0 


5 


*  *  * 


THE  FIRST  NATIONAL  BANK  OF  DICKSON, 

Dickson,  Tenn.,  and  First  National  Dickson  Interim  Bank,  Dickson,  Tenn. 

Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets  /n  j0  be 

operation  operated 


The  First  National  Bank  of  Dickson,  Dickson,  Tenn.  (6930),  with 

and  First  National  Dickson  Interim  Bank,  Dickson,  Tenn.  (6930),  which  had 

merged  July  1,  1983,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had . 

The  resulting  bank  is  a  subsidiary  of  First  Dickson  Corporation,  Dickson,  Tenn 


$72,426,000 

120.000 


72.426,000 


3 

0 


3 


*  *  * 
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THE  HOME  NATIONAL  BANK  OF  MILFORD, 

Milford.  Mass  ,  and  Homebank,  National  Association,  Milford,  Mass. 


Names  of  banks  and  type  of  transaction 


Total  assets 


The  Home  National  Bank  of  Milford,  Milford,  Mass.  (2275),  with .  $84,777,124 

and  Homebank,  National  Association,  Milford,  Mass.  (2275),  which  had .  12CT000 

merged  July  1,  1983,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had .  84.897,124 

The  resulting  bank  is  a  subsidiary  of  Home  National  Corporation,  Milford,  Mass. 


Banking  offices 

In  To  be 

operation  operated 


5 

0 


5 


*  *  * 


KANAWHA  BANKING  &  TRUST  COMPANY  NATIONAL  ASSOCIATION, 
Charleston,  W.  Va.,  and  Kanawha  National  Bank,  Charleston,  W.  Va. 


Names  of  banks  and  type  of  transaction 


Total  assets* 


Kanawha  Banking  &  Trust  Company  National  Association,  Charleston,  W.  Va.  (15882),  with ....  $215,105,000 

and  Kanawha  National  Bank,  Charleston,  W.  Va.  (15882),  which  had .  240,000 


merged  July  1 ,  1 983,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had . 

The  resulting  bank  is  a  subsidiary  of  Intermountain  Bankshares,  Inc.,  Charleston,  W.  Va. 


Banking  offices 


In  To  be 

operation  operated 


2 

0 


2 


'  Asset  figures  are  from  the  organizing  information  for  the  organizing  bank  and  from  the  June  30,  1983,  report  of  condition  for  the  operating 
bank  Information  as  of  date  of  consummation  was  not  available  at  press  time 

*  *  * 


THE  WISE  COUNTY  NATIONAL  BANK, 

Wise,  Va.,  and  Main  Street  National  Bank,  Wise,  Va. 


Names  of  banks  and  type  of  transaction 


Total  assets* 


The  Wise  County  National  Bank,  Wise,  Va.  (6235),  with .  $109,414,000 

and  Main  Street  National  Bank,  Wise,  Va.  (6235),  which  had .  120,000 


merged  July  1 ,  1 983,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had . 

The  resulting  bank  is  a  subsidiary  of  First  &  Merchants  Corporation,  Richmond,  Va. 


Banking  offices 


In  To  be 

operation  operated 


6 

0 


6 


'  Asset  figures  are  from  the  organizing  information  for  the  organizing  bank  and  from  the  June  30,  1983,  report  of  condition  for  the  operating 
bank  Information  as  of  date  of  consummation  was  not  available  at  press  time 

*  *  * 


CITIZENS  NATIONAL  BANK, 

Hammond,  La.,  and  CNB  National  Bank,  Hammond,  La. 


Names  of  banks  and  type  of  transaction 


Total  assets 


Citizens  National  Bank,  Hammond,  La.  (14086),  with .  $124,582,463 

and  CNB  National  Bank  Hammond,  La  (14086),  which  had .  120,000 

merged  July  12  1 983,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had  .  125,437,344 

The  resulting  bank  is  a  subsidiary  of  Citizens  National  Bancshares,  Inc.,  Hammond,  La. 


Banking  offices 

In  To  be 

operation  operated 


7 

0 


*  *  * 
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UNION  NATIONAL  BANK  OF  WICHITA, 

Wichita,  Kans.,  and  UNI  National  Bank  of  Wichita,  Wichita,  Kans. 


Names  of  banks  and  type  of  transaction 


Total  assets 


Banking  offices 

In  To  be 

operation  operated 


Union  National  Bank  of  Wichita,  Wichita,  Kans.  (11010),  with .  $285,036,651  3 

and  UNI  National  Bank  of  Wichita,  Wichita,  Kans.  (11010),  which  had .  233,500  0 

consolidated  July  1 5,  1 983,  under  charter  of  the  latter  and  title  of  the  former.  The  consolidated  bank 

at  date  of  consolidation  had .  285,270,151  _  3 

The  resulting  bank  is  a  subsidiary  of  Union  Bancshares,  Inc.,  Wichita,  Kans. 


*  *  * 


THE  FIRST  NATIONAL  BANK  OF  TUSKALOOSA, 

Tuscaloosa,  Ala.,  and  Tuskaloosa  National  Bank,  Tuscaloosa,  Ala. 


Names  of  banks  and  type  of  transaction 


Total  assets 


Banking  offices 

In  To  be 

operation  operated 


Tuskaloosa  National  Bank,  Tuscaloosa,  Ala.  (1853),  with .  $  240,000  0  _ 

and  The  First  National  Bank  of  Tuskaloosa,  Tuscaloosa,  Ala.  (1853),  which  had .  275,260,777  9  _ 

consolidated  July  18,  1983,  under  charter  and  title  of  the  latter.  The  consolidated  bank  at  date  of 

consolidation  had .  275,260,777  _  9 

The  resulting  bank  is  a  subsidiary  of  First  Tuskaloosa  Corporation,  Tuscaloosa,  Ala. 


*  *  * 


THE  FIRST  NATIONAL  BANK  AND  TRUST  COMPANY  OF  NEWTOWN, 
Newtown,  Pa.,  and  FNB  Interim  National  Bank,  Newtown,  Pa. 


Names  of  banks  and  type  of  transaction 


Total  assets 


Banking  offices 

In  To  be 

operation  operated 


The  First  National  Bank  and  Trust  Company  of  Newtown,  Newtown,  Pa.  (324),  with .  $97,214,000  6  _ 

and  FNB  Interim  National  Bank,  Newtown,  Pa.  (324),  which  had .  60,000  0  _ 

merged  July  26,  1 983,  under  charter  of  the  latter  and  title  "First  National  Bank  and  T rust  Company  of 

Newtown."  The  merged  bank  at  date  of  merger  had .  97,214,000  _  6 

The  resulting  bank  is  a  subsidiary  of  FNB  Bancorp,  Inc.,  Newtown,  Pa. 


*  *  * 


FIRST  NATIONAL  BANK  IN  MANITOWOC, 

Manitowoc,  Wis.,  and  FNM  National  Bank,  Manitowoc,  Wis. 


Names  of  banks  and  type  of  transaction 


Total  assets* 


Banking  offices 

In  To  be 

operation  operated 


First  National  Bank  in  Manitowoc,  Manitowoc,  Wis.  (4975),  with .  $91,293,000  2 

and  FNM  National  Bank,  Manitowoc,  Wis.  (4975),  which  had .  120,000  0 

merged  August  1 ,  1 983,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had .  .  2 

The  resulting  bank  is  a  subsidiary  of  First  Manitowoc  Bancorp,  Inc.,  Manitowoc,  Wis. 


*  Asset  figures  are  from  the  organizing  information  for  the  organizing  bank  and  from  the  June  30.  1983,  report  of  condition  for  the  operating 
bank  Information  as  of  date  of  consummation  was  not  available  at  press  time 

*  *  * 
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THE  GRUNDY  COUNTY  NATIONAL  BANK, 

Morris.  Ill  ,  and  GCNB  National  Bank  in  Grundy  County,  Morris,  III. 


Names  of  banks  and  type  of  transaction 


The  Grundy  County  National  Bank,  Morris,  III.  (531),  with . 

and  GCNB  National  Bank  in  Grundy  County,  Morris,  III.  (531),  which  had . 

merged  August  1 ,  1 983,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had . 

The  resulting  bank  is  a  subsidiary  of  Illinois  Valley  Bancorp,  Inc.,  Morris,  III. 


Total  assets 


Banking  offices 

In  To  be 

operation  operated 


$68,441,266  2 

240,000  0 


68,441,266 


2 


*  *  * 


NATIONAL  BANK  OF  ALEDO, 

Aledo,  III.,  and  Aledo  National  Bank,  Aledo,  III. 


Names  of  banks  and  type  of  transaction 


Total  assets* 


National  Bank  of  Aledo,  Aledo,  III.  (14331),  with  .  $82,533,000 

and  Aledo  National  Bank,  Aledo,  III.  (14331),  which  had .  60,000 


merged  August  8,  1 983,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had . 

The  resulting  bank  is  a  subsidiary  of  Western  Illinois  National  Bancshares,  Inc.,  Aledo,  III. 


Banking  offices 


In  To  be 

operation  operated 


2 

0 


2 


'  Asset  figures  are  from  the  organizing  information  for  the  organizing  bank  and  from  the  June  30,  1983.  report  of  condition  for  the  operating 
bank  Information  as  of  date  of  consummation  was  not  available  at  press  time 


*  *  * 


THE  NATIONAL  BANK  OF  CARMEL, 

Carmel-by-the-Sea,  Calif.,  and  The  Interim  National  Bank  of  Carmel,  Carmel-by-the-Sea,  Calif. 

Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets  ^ 

operation  operated 

2  _ 

0  _ 

_  2 

The  Attorney  General's  report  was  not  received. 


The  National  Bank  of  Carmel,  Carmel-by-the-Sea,  Calif.  (16959),  with .  $48,130,764 

and  The  Interim  National  Bank  of  Carmel,  Carmel-by-the-Sea.  Calif.  (16959),  which  had .  60,000 

merged  August  8,  1 983.  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date  of 

merger  had .  48,190,764 


*  *  * 


THE  NATIONAL  BANK  OF  SOUTH  CAROLINA, 

Sumter,  S.C.,  and  New  National  Bank  of  South  Carolina,  Sumter,  S.C. 


Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets  ~  ~  ~  ~ 

operation  operated 

The  National  Bank  of  South  Carolina,  Sumter,  S.C.  (10660),  with . 

and  New  National  Bank  of  South  Carolina,  Sumter,  S.C  (10660),  which  had . 

merged  August  10.  1983,  under  charter  of  the  latter  and  title  of  the  former  The  merged  bank  at 

date  of  merger  had 

The  resulting  bank  is  a  subsidiary  of  NBSC  Corporation,  Sumter,  S.C. 


$245,161,000  22 

120.000  0 

245,161,000  _  22 


*  *  * 
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NATIONAL  BANK  OF  LA  JOLLA, 

La  Jolla,  Calif.,  and  New  National  Bank  of  La  Jolla,  La  Jolla,  Calif. 


Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets*  /n  j0  ^ e 

operation  operated 

National  Bank  of  La  Jolla,  La  Jolla,  Calif.  (17119),  with .  $40,991,000 

and  New  National  Bank  of  La  Jolla,  La  Jolla,  Calif.  (17119),  which  had .  240.025 

merged  August  12,  1983,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date 

of  merger  had .  .  2 

The  resulting  bank  is  a  subsidiary  of  National  Bancshares  of  La  Jolla,  La  Jolla,  Calif. 

*  Asset  figures  are  from  the  organizing  information  for  the  organizing  bank  and  from  the  June  30,  1983,  report  of  condition  for  the  operating 
bank  Information  as  of  date  of  consummation  was  not  available  at  press  time 


THE  NATIONAL  BANK  OF  WASHINGTON, 

Washington,  D.C.,  and  The  New  National  Bank  of  Washington,  Washington,  D.C. _ 

Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets*  /n  j0  ge 

operation  operated 

The  National  Bank  of  Washington,  Washington,  D.C.  (3425),  with . 

and  The  New  National  Bank  of  Washington,  Washington,  D  C.  (3425),  which  had 
merged  August  24,  1983,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at 
date  of  merger  had . 

*  Asset  figures  are  from  the  organizing  information  for  the  organizing  bank  and  from  the  June  30,  1983,  report  of  condition  for  the  operating 
bank  Information  as  of  date  of  consummation  was  not  available  at  press  time 


$1,076,617,000  21 

240,000  0 


21 


*  *  * 


THE  CEMENT  NATIONAL  BANK,  NORTHAMPTON,  PA., 
Northampton,  Pa.,  and  New  Cement  National  Bank,  Northampton,  Pa. 


Names  of  banks  and  type  of  transaction 

Total  assets* 

Banking  offices 

In  To  be 

operation  operated 

The  Cement  National  Bank,  Northampton,  Pa.,  Northampton,  Pa.  (5227),  with 
and  New  Cement  National  Bank,  Northampton,  Pa.  (5227),  which  had 

merged  August  31 ,  1 983,  under  charter  of  the  latter  and  title  "Cement  National  Bank  The  merged 

$207,319,000 

120,000 

6 

0 

6 

The  resulting  bank  is  a  subsidiary  of  Northeastern  Bancorp,  Inc.,  Scranton,  Pa. 

*  Asset  figures  are  from  the  organizing  information  for  the  organizing  bank  and  from  the  June  30,  1983,  report  of  condition  for  the  operating 
bank  Information  as  of  date  of  consummation  was  not  available  at  press  time 


*  *  * 


FIRST  NATIONAL  BANK, 

Marshall,  III.,  and  Second  National  Bank  of  Marshall,  Marshall,  III. 


Names  of  banks  and  type  of  transaction 

Total  assets 

Banking  offices 

In  To  be 

operation  operated 

$32,560,577 

2 

and  Second  National  Bank  of  Marshall,  Marshall,  III.  (14463),  which  had 

merged  August  31,1 983,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at  date 

60,000 

32,560,577 

0 

2 

The  resulting  bank  is  a  subsidiary  of  First  Marshall  Bancshares,  Inc.,  Marshall,  III 

*  *  * 
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FIRST  NATIONAL  BANK  IN  ELBERTON, 

Elberton,  Ga  and  First  Interim  National  Bank  in  Elberton,  Elberton,  Ga. 


Names  of  banks  and  type  of  transaction 


Total  assets 


First  National  Bank  in  Elberton,  Elberton,  Ga,  (14061),  with .  $59,120,374 

and  First  Interim  National  Bank  in  Elberton,  Elberton,  Ga  (14061),  which  had .  120,000 

merged  September  1,  1983,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at 

date  of  merger  had .  59,120.374 

The  resulting  bank  is  a  subsidiary  of  First  Elbert  Corporation,  Elberton,  Ga. 


Banking  offices 

In  To  be 

operation  operated 


2 

0 


2 


*  *  * 


GLENS  FALLS  NATIONAL  BANK  AND  TRUST  COMPANY, 

Glens  Falls,  N.Y.,  and  GF  National  Bank,  National  Association,  Glens  Falls,  N.Y. 


Names  of  banks  and  type  of  transaction 


Total  assets* 


Glens  Falls  National  Bank  and  Trust  Company,  Glens  Falls,  N.Y.  (7699),  with .  $220,671,000 

and  GF  National  Bank,  National  Association,  Glens  Falls,  N.Y.  (7699),  which  had .  125,000 


merged  September  1,  1983,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at 

date  of  merger  had . 

The  resulting  bank  is  a  subsidiary  of  Arrow  Bank  Corp.,  Glens  Falls,  N.Y. 


Banking  offices 


In  To  be 

operation  operated 


14 

0 


14 


*  Asset  figures  are  from  the  organizing  information  for  the  organizing  bank  and  from  the  June  30.  1983,  report  of  condition  for  the  operating 
bank  Information  as  of  date  of  consummation  was  not  available  at  press  time 

*  *  * 


THE  MCDOWELL  NATIONAL  BANK  OF  SHARON, 

Sharon,  Pa.,  and  Interim  McDowell  National  Bank,  Sharon,  Pa. 


Names  of  banks  and  type  of  transaction 


Total  assets* 


The  McDowell  National  Bank  of  Sharon,  Sharon,  Pa.  (8764),  with .  $302,530,000 

and  Interim  McDowell  National  Bank,  Sharon,  Pa.  (8764),  which  had .  120,000 


merged  September  1,  1983,  under  charter  of  the  latter  and  title  McDowell  National  Bank."  The 

merged  bank  at  date  of  merger  had . 

The  resulting  bank  is  a  subsidiary  of  Union  National  Corporation,  Mt.  Lebanon,  Pa. 


Banking  offices 

In  To  be 

operation  operated 


1 1 
0 


1 1 


'  Asset  figures  are  from  the  organizing  information  for  the  organizing  bank  and  from  the  June  30,  1983,  report  of  condition  for  the  operating 
bank  Information  as  of  date  of  consummation  was  not  available  at  press  time 

*  *  * 


THE  MINERS  NATIONAL  BANK  OF  POTTSVILLE, 

Pottsville,  Pa.,  and  Miners  Interim  National  Bank,  Pottsville,  Pa. 


Names  of  banks  and  type  of  transaction 


Total  assets 


Banking  offices 

In  To  be 

operation  operated 


The  Miners  National  Bank  of  Pottsville,  Pottsville,  Pa.  (649),  with .  $117,034,330  9 

and  Miners  Interim  National  Bank,  Pottsville,  Pa,  (649),  which  had .  120,000  0 


merged  September  1,  1983,  under  charter  of  the  latter  and  title  The  Miners  National  Bank."  The 

merged  bank  at  date  of  merger  had  . 

The  resulting  bank  is  a  subsidiary  of  Miners  National  Bancorp  ,  Pottsville,  Pa 


1 17,154.330 


9 


WESTHOLLOW  NATIONAL  BANK, 

Houston,  Tex.,  and  Westhollow  Bank,  National  Association,  Houston,  Tex. 


Names  of  banks  and  type  of  transaction 


Total  assets* * 


Westhollow  National  Bank,  Houston,  Tex.  (16967),  with  .  $13,381,000 

and  Westhollow  Bank,  National  Association,  Houston,  Tex.  (16967),  which  had  .  240.000 


merged  September  3,  1983,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at 

date  of  merger  had . 

The  resulting  bank  is  a  subsidiary  of  Southwest  Bancshares,  Inc.,  Houston,  Tex. 


Banking  offices 

In  To  be 

operation  operated 


1 

0 


1 


'  Asset  figures  are  from  the  organizing  information  for  the  organizing  bank  and  from  the  June  30,  1983.  report  of  condition  for  the  operating 
bank  Information  as  of  date  of  consummation  was  not  available  at  press  time 

*  *  * 


THE  CITIZENS  NATIONAL  BANK  OF  DANVILLE, 

Danville,  Ky.,  and  CBD  Bank,  National  Association,  Danville,  Ky. 


Names  of  banks  and  type  of  transaction 


Total  assets 


The  Citizens  National  Bank  of  Danville,  Danville,  Ky.  (3381),  with .  $36,908,871 

and  CBD  Bank,  National  Association,  Danville,  Ky.  (3381),  which  had .  120,000 

merged  September  5,  1983,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at 

date  of  merger  had .  36,908,871 

The  resulting  bank  is  a  subsidiary  of  Danville  Bancorp,  Inc.,  Danville,  Ky. 


Banking  offices 


In  To  be 

operation  operated 


3 

0 


3 


*  *  * 


THE  FIRST  NATIONAL  BANK  OF  STRASBURG, 

Strasburg,  Va.,  and  Strasburg  National  Bank,  Strasburg,  Va. 


Names  of  banks  and  type  of  transaction 


Total  assets* 


Banking  offices 

In  To  be 

operation  operated 


The  First  National  Bank  of  Strasburg,  Strasburg,  Va.  (8746),  with .  $46,522,000  1  _ 

and  Strasburg  National  Bank,  Strasburg,  Va.  (8746),  which  had .  62.400  0 

merged  September  12,  1983,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at 

date  of  merger  had .  .  1 

The  resulting  bank  is  a  subsidiary  of  First  National  Corporation,  Strasburg,  Va. 


*  Asset  figures  are  from  the  organizing  information  for  the  organizing  bank  and  from  the  June  30,  1983,  report  of  condition  for  the  operating 
bank  Information  as  of  date  of  consummation  was  not  available  at  press  time 

*  *  * 
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THE  NATIONAL  BANK  OF  KEYSER, 

Keyser,  W  Va.,  and  Interim  National  Bank  of  Keyser,  Keyser,  W.  V a. 


Names  of  banks  and  type  of  transaction 

Total  assets 

Banking  offices 

In  To  be 

operation  operated 

The  National  Bank  of  Keyser  Keyser  W  Va.  (13831).  with . 

$1,829,089,000 

1 

and  Interim  National  Bank  of  Keyser,  Keyser.  W  Va.  (13831),  which  had . 

merged  September  19,  1983,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank 
at  date  of  merger  had  . 

120,000 

1,829,089,000 

0 

1 

The  resulting  bank  is  a  subsidiary  of  Potomac  Bank  Group,  Inc.,  Keyser,  W  Va. 

*  *  * 


THE  PEOPLES  FIRST  NATIONAL  BANK  &  TRUST  COMPANY  OF  PADUCAH, 

Paducah,  Ky.,  and  PFN  Bank,  National  Association,  Paducah,  Ky. 

Banking  offices 

Names  of  banks  and  type  of  transaction  Total  assets  /n  j0  be 

operation  operated 

The  Peoples  First  National  Bank  &  Trust  Company  of  Paducah,  Paducah,  Ky.  (12961),  with  $209,834,767  8 

and  PFN  Bank,  National  Association,  Paducah,  Ky.  (12961),  which  had .  120,000  0 

merged  September  19,  1983,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at 

date  of  merger  had .  209,954,767  -  8 

The  resulting  bank  is  a  subsidiary  of  Peoples  First  Corporation,  Paducah,  Ky. 


*  *  * 


FIRST  NATIONAL  BANK, 

New  Albany,  Miss.,  and  Interim  National  Bank  of  New  Albany,  New  Albany,  Miss. 


Names  of  banks  and  type  of  transaction 

Total  assets 

Banking  offices 

In  To  be 

operation  operated 

$99,681,085 

9 

and  Interim  National  Bank  of  New  Albany,  New  Albany,  Miss.  (15519),  which  had . 

consolidated  September  21,  1983,  under  charter  of  the  latter  and  title  of  the  former.  The 

120,000 

99,681,085 

0 

9 

The  resulting  bank  is  a  subsidiary  of  First  Commerce  Corporation.  New  Albany,  Miss. 

*  *  * 


FIRST-CITIZENS  NATIONAL  BANK  OF  DYERSBURG, 

Dyersburg,  Tenn.,  and  Interim  National  Bank  of  Dyersburg,  Dyersburg,  Tenn. 


Names  of  banks  and  type  of  transaction 

Total  assets 

Banking  offices 

In  To  be 

operation  operated 

First-Citizens  National  Bank  of  Dyersburg,  Dyersburg,  Tenn.  (5263),  with 

and  Interim  National  Bank  of  Dyersburg,  Dyersburg,  Tenn.  (5263),  which  had 

consolidated  September  23,  1983,  under  charter  of  the  latter  and  title  of  the  former.  The 

$139,784,731 

120,000 

139,784,731 

5 

0 

5 

The  resulting  bank  is  a  subsidiary  of  First  Citizens  Bancshares,  Inc.,  Dyersburg,  Tenn 

*  *  * 
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THE  FIRST  NATIONAL  BANK  OF  GREENVILLE, 

Greenville,  Ala.,  and  The  First  National  Interim  Bank  of  Greenville,  Greenville,  Ala. 


Names  of  banks  and  type  of  transaction 


Total  assets 


The  First  National  Bank  of  Greenville,  Greenville,  Ala.  (5572),  with .  $76,416,059 

and  The  First  National  Interim  Bank  of  Greenville,  Greenville,  Ala.  (5572),  which  had .  123,600 

merged  September  26,  1983,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at 

date  of  merger  had .  76,419,659 

The  resulting  bank  is  a  subsidiary  of  the  First  National  Bancorp  of  Greenville,  Inc.,  Greenville,  Ala 


Banking  offices 

In  To  be 

operation  operated 


3 

0 


3 


*  *  * 


EISENHOWER  NATIONAL  BANK,  FORT  SAM  HOUSTON, 

San  Antonio,  Tex.,  and  New  Eisenhower  National  Bank,  Fort  Sam  Houston,  San  Antonio,  Tex. 


Names  of  banks  and  type  of  transaction 


Total  assets* 


Banking  offices 

In  To  be 

operation  operated 


Eisenhower  National  Bank,  Fort  Sam  Houston,  San  Antonio,  Tex.  (16144),  with .  $25,524,000  1  _ 

and  New  Eisenhower  National  Bank,  Fort  Sam  Houston,  San  Antonio,  Tex.  (16144),  which  had  .  240,000  0 

merged  September  30,  1983,  under  charter  of  the  latter  and  title  of  the  former.  The  merged  bank  at 

date  of  merger  had .  .  1 

The  resulting  bank  is  a  subsidiary  of  Broadway  Bancshares  Inc.,  San  Antonio,  Tex. 


*  Asset  figures  are  from  the  organizing  information  for  the  organizing  bank  and  from  the  June  30.  1983,  report  of  condition  for  the  operating 
bank  Information  as  of  date  of  consummation  was  not  available  at  press  time 


*  *  * 


FIRST  NATIONAL  BANK  AND  TRUST  COMPANY  OF  OAK  BROOK, 
Oak  Brook,  III.,  and  FNBOB  National  Bank,  Oak  Brook,  III. 


Names  of  banks  and  type  of  transaction 


Total  assets* 


Banking  offices 

In  To  be 

operation  operated 


First  National  Bank  and  Trust  Company  of  Oak  Brook,  Oak  Brook,  III.  (15915),  with .  $38,770,000  1 

and  FNBOB  National  Bank,  Oak  Brook,  III.  (15915),  which  had .  120,000  0 

merged  September  30,  1983,  under  charter  of  the  latter  and  title  First  National  Bank  of  Oak  Brook." 

The  merged  bank  at  date  of  merger  had .  .  1 

The  resulting  bank  is  a  subsidiary  of  First  Oak  Brook  Bancshares,  Inc.,  Oak  Brook,  III. 


*  Asset  figures  are  from  the  organizing  information  for  the  organizing  bank  and  from  the  June  30,  1983,  report  of  condition  for  the  operating 
bank  Information  as  of  date  of  consummation  was  not  available  at  press  time 

*  *  * 
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Changes  in  the  structure  of  the  national  banking  system,  by  states,  January  1  to  June  30,  1983 


In 

operation 
Jan  1 

1983 

Organized 
and  opened 
for  business 

Consolidated  and 
merged  under 

12  USC  215 

Insol- 

vencies 

Liqui- 

dated 

12  USC  214 

operation 

June  30 

1983 

Consoli¬ 

dated 

Merged 

Converted  to 
state  banks 

Merged  or 
consolidated 
with  state 
banks 

United  States 

4,580* 

181 

4 

19 

1 

6 

5 

9 

4  717* 

Alabama 

88 

2 

0 

1 

0 

0 

0 

0 

89 

Alaska 

5 

0 

0 

0 

0 

0 

0 

0 

5 

Arizona 

3 

0 

0 

0 

0 

0 

0 

0 

3 

Arkansas  . 

71 

0 

0 

0 

0 

0 

0 

0 

71 

California 

97 

27 

0 

0 

0 

1 

0 

0 

123 

Colorado 

183 

1 1 

0 

0 

0 

0 

0 

0 

194 

Connecticut 

14 

0 

0 

0 

0 

0 

0 

0 

14 

Delaware 

1 1 

3 

0 

0 

0 

0 

0 

1 

13 

District  of  Columbia 

16 

1 

0 

0 

0 

0 

0 

0 

17 

Florida 

190 

16 

0 

1 

0 

2 

0 

1 

202t 

Georgia 

63 

1 

0 

1 

0 

0 

0 

0 

63 

Hawaii . 

3 

0 

0 

0 

0 

0 

0 

0 

3 

Idaho . 

7 

0 

0 

0 

0 

0 

0 

0 

7 

Illinois . 

404 

1 

0 

0 

0 

1 

0 

0 

404 

Indiana 

116 

0 

0 

1 

0 

0 

0 

0 

115 

Iowa 

100 

1 

0 

1 

0 

0 

1 

0 

99 

Kansas 

151 

4 

0 

0 

0 

0 

0 

0 

155 

Kentucky 

77 

0 

0 

0 

0 

0 

0 

0 

77 

Louisiana . 

52 

4 

0 

0 

0 

0 

1 

0 

55 

Maine 

10 

0 

0 

0 

0 

0 

0 

0 

10 

Maryland 

26 

0 

0 

0 

0 

0 

0 

0 

26 

Massachusetts 

69 

1 

0 

2 

0 

1 

0 

0 

67 

Michigan 

125 

1 

0 

0 

0 

0 

1 

0 

125 

Minnesota  . 

202 

1 

0 

0 

0 

0 

0 

0 

203 

Mississippi 

35 

0 

0 

0 

0 

0 

0 

0 

35 

Missouri 

118 

4 

0 

1 

0 

0 

0 

0 

121 

Montana 

55 

0 

0 

0 

0 

0 

0 

0 

55 

Nebraska 

121 

1 

0 

0 

0 

0 

0 

0 

122 

Nevada 

3 

2 

0 

0 

0 

0 

0 

0 

5 

New  Hampshire 

33 

0 

0 

1 

0 

0 

0 

2 

30 

New  Jersey 

83 

0 

0 

3 

0 

0 

0 

0 

80 

New  Mexico 

41 

1 

0 

0 

0 

0 

0 

0 

42 

New  York 

1 1 1 

2 

0 

1 

0 

0 

1 

0 

111 

North  Carolina 

20 
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0 

0 

0 

0 

0 

1 

19 

North  Dakota 

40 

0 

0 

0 

0 

0 

0 

0 

40 

Ohio 

161 

2 

0 

0 

0 

1 

0 

1 

161 

Oklahoma 

196 

11 

0 

0 

0 

0 

1 

0 

206 

Oregon 

7 

0 

0 

0 

0 

0 

0 

0 

7 

Pennsylvania 

203 

1 

0 

0 

0 

0 

0 

3 

201 

Rhode  Island 

5 

0 

0 

0 

0 

0 

0 

0 

5 

South  Carolina 

17 

0 

0 

0 

0 

0 

0 

0 

17 

South  Dakota 

34 

0 

4 

0 

0 

0 

0 

0 

30 

Tennessee 

65 

4 

0 
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0 

0 

69 

Texas 

758 

76 

0 

0 

0 

0 

0 

0 

834 

Utah 

7 

0 

0 

0 

0 

0 

0 

0 
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Vermont 

1 1 

0 

0 

0 

0 

0 

0 

0 

1 1 

Virginia 

61 

2 

0 

1 

0 

0 

0 

0 

62 

Washington 

23 

0 

0 

0 

0 

0 

0 

0 

23 

West  Virginia 

1 1 1 

0 

0 

3 

0 

0 

0 

0 

108 

Wisconsin 

128t 

0 

0 

2 

0 

0 

0 

0 

126t 

Wyoming 

50 

1 

0 

0 

1 

0 

0 

0 

50 

*  Does  not  include  the  nonnational  bank  in  District  of  Columbia 
t  Includes  the  noninsured  national  trust  banks  in  Florida  and  Wisconsin 
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Consolidated  foreign  and  domestic  assets,  liabilities  and  capital  accounts  of  national  banks.  June  30.  1983 

(Dollar  amounts  in  millions)  _ 
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See  notes  at  end  of  table 


Consolidated  foreign  and  domestic  assets,  liabilities  and  capital  accounts  of  national  banks.  June  30,  1983 

continued 

(Dollar  amounts  in  millions) 


West  Virginia 

Wisconsin 

Wyoming 

District  of 
Columbia 
nonnational * 

Number  of  banks  . 

108 

125 

50 

1 

Assets 

Cash  and  due  from  depository  institutions  . 

$  574 

$  1.381 

$  267 

$  4 

U  S.  Treasury  securities  . 

889 

1,102 

286 

7 

Obligations  of  other  U  S  government  agencies  and  corporations 

933 

562 

140 

12 

Obligations  of  states  and  political  subdivisions . 

800 

1,150 

288 

1 

All  other  securities  . 

35 

170 

7 

1 

Total  securities  . 

2,657 

2,984 

721 

21 

Federal  funds  sold  and  securities  purchased  under  agreements  to  resell  .... 

600 

652 

165 

7 

Total  loans  (excluding  unearned  income) . 

2,843 

7,271 

1.400 

32 

Allowance  for  possible  loan  losses . 

34 

80 

18 

1 

Net  loans  . 

2,809 

7,191 

1,382 

32 

Lease  financing  receivables . 

Bank  premises,  furniture  and  fixtures,  and  other  assets  representing  bank 

8 

75 

2 

0 

premises . 

141 

275 

50 

1 

Real  estate  owned  other  than  bank  premises  . 

14 

36 

1 1 

2 

All  other  assets  . 

126 

382 

64 

1 

Total  assets  . 

6,929 

12,977 

2  662 

67 

Liabilities 

Demand  deposits  of  individuals,  partnerships  and  corporations 

842 

1,790 

365 

19 

Time  and  savings  deposits  of  individuals,  partnerships  and  corporations . 

4,521 

6,939 

1,528 

41 

Deposits  of  U  S.  government . 

10 

14 

12 

1 

Deposits  of  states  and  political  subdivisions  . 

187 

825 

382 

1 

All  other  deposits  . 

62 

389 

22 

— 

Certified  and  officers'  checks . 

46 

78 

22 

1 

Total  deposits  in  domestic  offices . 

5,669 

10,035 

2,332 

62 

Demand  deposits . 

1,004 

2,314 

482 

21 

Time  and  savings  deposits . 

4,665 

7,721 

1,850 

41 

Total  deposits  in  foreign  offices . 

0 

283 

0 

0 

Total  deposits  . 

5,669 

10,318 

2,332 

62 

Federal  funds  purchased  and  securities  sold  under  agreements  to  repurchase 

521 

1,174 

40 

1 

Interest  bearing  demand  notes  issued  to  U  S.  Treasury 

29 

197 

4 

0 

Other  liabilities  for  borrowed  money . 

12 

37 

11 

0 

Mortgage  indebtedness  and  liability  for  capitalized  leases . 

9 

1 1 

5 

0 

All  other  liabilities . 

83 

331 

33 

Total  liabilities  . 

6,323 

12,067 

2,425 

64 

Subordinated  notes  and  debentures  . 

4 

22 

8 

0 

Equity  Capital 

Preferred  stock  . 

0 

0 

0 

0 

Common  stock  . 

85 

170 

14 

Surplus  . 

180 

294 

51 

1 

Undivided  profits  and  reserve  for  contingencies  and  other  capital  reserves 

337 

425 

163 

2 

Total  equity  capital . 

602 

888 

229 

3 

Total  liabilities,  subordinated  notes  and  debentures  and  equity  capital 

6  929 

12,977 

2,662 

67 

Number  of  banks  with  foreign  offices . 

0 

2 

0 

0 

Total  domestic  office  assets . 

6.929 

12,666 

2  662 

67 

*  Nonnational  banks  In  the  District  of  Columbia  are  supervised  by  the  Comptroller  of  the  Currency  Nonnational  bank  data  are  not  ncluded  r 
U  S  aggregates 

NOTES  Foreign  offices  are  defined  to  include  Edge  Act  and  Agreement  subsidiaries  in  the  U  S  branches  located  in  Puerto  Rico.  the  U  S 
Virgin  Islands  and  U  S.  Trust  Territories  and  branches  and  subsidiaries  located  in  foreign  countries 
Dashes  indicate  amounts  of  less  than  $500,000 

Data  are  from  the  consolidated  reports  of  condition  filed  quarterly  by  all  national  banks  Two  national  noninsured  trust  companies  one 
each  in  Florida  and  Wisconsin,  are  not  included  in  this  table,  nor  are  two  national  banks,  one  each  in  Illinois  and  Ohio  that  failed  *o  file 
reports 
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Domestic  office  deposits  of  national  banks,  by  states,  June  30,  1983 

(Dollar  amounts  in  millions) 


Demand 
deposits  of 
individuals 
partnerships 

and 

corporations 

All  other 
demand 
deposits 

NOW  and 
automatic 

transfer 

accounts 

All  other 

savings 

accounts 

Money 
market 
certificates 
of  deposit 

Time 

certificates 
of  deposit  of 
$100  000  or 
more 

Other  time 
deposits  of 
$100  000  or 
more 

All  other 
time 

deposits 

Total 

domestic 

deposits 

All  national  banks 

$166  529 

$43  846 

$36  936 

$21 1  999 

$96,725 

$136  072 

$27  687 

$85,475 

$805  268 

Alabama 

2.037 

400 

378 

2  032 

1,728 

1,046 

437 

1,067 

9.125 

Alaska 

601 

97 

21 

515 

103 

214 

2 

52 

1  605 

Arizona 

2,262 

349 

485 

3.595 

1.652 

521 

14 

1,129 

10  007 

Arkansas 

1,174 

290 

343 

1.801 

1,088 

676 

42 

703 

6.1 17 

California 

22.702 

3972 

4  965 

39  800 

7.835 

21,902 

6.326 

8,506 

1 16,008 

Colorado 

2,721 

820 

606 

3,274 

762 

2.331 

94 

903 

1 1,51 1 

Connecticut 

2,037 

698 

422 

2  077 

782 

343 

78 

692 

7,129 

Delaware 

99 

24 

16 

238 

57 

522 

20 

117 

1,093 

District  of  Columbia 

2  117 

366 

424 

1.701 

328 

1.671 

308 

237 

7,152 

Florida 

7.947 

1  451 

2.535 

11  535 

4.629 

3,066 

391 

2,543 

34,097 

Georgia 

3.573 

810 

612 

2,487 

1.361 

1,176 

79 

1,371 

11,469 

Hawaii 

33 

4 

3 

61 

18 

54 

0 

4 

177 

Idaho 

600 

77 

269 

1  045 

788 

440 

3 

533 

3,755 

Illinois 

10,153 

3.177 

1.751 

10  838 

6,445 

12,542 

3,718 

7,051 

55.675 

Indiana 

2,496 

1116 

647 

3  954 

3,400 

1,663 

45 

2,764 

16.085 

Iowa 

976 

402 

376 

1.504 

1.306 

399 

16 

1,416 

6,395 

Kansas 

1.188 

41 1 

41 1 

1,723 

1.330 

847 

81 

1,039 

7,030 

Kentucky 

1  465 

406 

480 

1,604 

1,576 

825 

33 

1,202 

7,591 

Louisiana 

2.816 

748 

533 

2,682 

1.506 

2,836 

33 

1,026 

12,180 

Maine 

279 

41 

146 

391 

249 

38 

4 

81 

1,229 

Maryland 

2,290 

378 

338 

2,919 

944 

485 

17 

1.257 

8,628 

Massachusetts 

4,165 

1,671 

836 

3,795 

624 

2,942 

424 

803 

15,260 

Michigan 

4,434 

1.067 

807 

7,414 

4.572 

2.843 

69 

2,678 

23,884 

Minnesota 

3  296 

1,033 

769 

3  653 

2.132 

3.543 

507 

2,709 

17,642 

Mississippi 

1.002 

267 

247 

1,237 

920 

773 

15 

895 

5,356 

Missouri 

2  665 

1,304 

515 

1 ,914 

1.541 

2  566 

143 

1,195 

11,843 

Montana 

404 

85 

204 

725 

708 

254 

6 

402 

2,788 

Nebraska 

1,009 

466 

442 

1,218 

1  417 

551 

16 

1,245 

6,364 

Nevada 

666 

88 

179 

667 

306 

492 

161 

2.559 

New  Hampshire 

388 

64 

196 

675 

180 

138 

3 

205 

1.849 

New  Jersey 

5.579 

1  060 

895 

7,741 

3,162 

1,514 

78 

2  852 

22,881 

New  Mexico 

730 

170 

179 

1,323 

485 

944 

8 

409 

4,248 

New  York 

19.759 

6,386 

2,794 

20,165 

6.171 

13,148 

10,287 

6  326 

85,036 

North  Carolina 

3.293 

571 

1,023 

3,999 

1.757 

1,563 

135 

1,951 

14,292 

North  Dakota 

301 

51 

187 

549 

502 

201 

5 

570 

2,366 

Ohio 

5  867 

1,046 

1.722 

9,445 

5,204 

2,999 

129 

5,190 

31,602 

Oklahoma 

2.733 

858 

600 

2,789 

2,319 

4,959 

32 

1,203 

15  493 

Oregon 

1  419 

263 

800 

2  508 

1,417 

521 

956 

7,884 

Pennsylvania 

8,242 

1,840 

1,354 

13  053 

5,924 

5  820 

506 

6,343 

43,082 

Rhode  Island 

824 

175 

125 

1.079 

463 

663 

1 1 1 

440 

3,880 

South  Carolina 

1  404 

261 

446 

1  356 

566 

234 

1 

580 

4  848 

South  Dakota 

383 

56 

241 

919 

735 

2  062 

852 

5,248 

Tennessee 

2  140 

906 

560 

2  839 

2  227 

1.273 

33 

1.240 

1 1 ,218 

Texas 

16,638 

6.194 

3,049 

13,202 

7,298 

26.879 

2,927 

4.658 

80.845 

Utah 

805 

157 

245 

1,040 

648 

767 

5 

322 

3,989 

Vermont 

97 

16 

42 

248 

85 

14 

1 1 

124 

637 

Virginia 

2  420 

389 

809 

3  027 

2  122 

925 

55 

2  280 

12  027 

Washington 

3  301 

558 

1  099 

4  601 

2  202 

1,881 

190 

2,222 

16,054 

West  Virginia 

842 

162 

248 

1  636 

1  320 

404 

1 1 

1,046 

5  669 

Wisconsin 

1.790 

524 

424 

2  787 

1  459 

1,281 

42 

1,728 

10,035 

Wyoming 

365 

117 

137 

619 

372 

320 

199 

203 

2.332 

District  of  Columbia 

2  136 

368 

427 

1.725 

336 

1  677 

308 

238 

7  215 

'  Nor  na*  ona  banks  >n  the  District  of  Columbia  are  supervised  by  the  Comptroller  of  the  Currency  Nonnational  bank  data  are  not  included  in 


U  S  aggregates 

NOTE  Dashes  indicate  amounts  of  ess  than  $500  000 

dated  reports  of  condition  filed  quarterly  by  all  national  banks  Two  national  nomnsured  trust  companies  one 
■  r  P  or  da  and  W  .cor  s  r  are  not  included  in  this  table  nor  are  two  national  banks,  one  each  in  Illinois  and  Ohio,  that  failed  to  tile 
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Domestic  office  loans  of  national  banks,  by  states,  June  30,  1983 


(Dollar  amounts  in  millions) 


Total 

loans, 

gross 

Loans 
secured 
by  real 
estate 

Loans  to 
financial 
institutions 

Loans  to 
purchase 
or  carry 
securities 

Loans  to 
farmers 

Commercial 
and  indus¬ 
trial  loans 

Personal 
loans  to 
individuals 

Other 

loans 

Total  loans 
less  un¬ 
earned 

income 

All  national  banks 

$613,067 

$179,207 

$41,246 

$8,663 

$18,102 

$231,351 

$113,939 

$20,559 

$604  105 

Alabama 

5,590 

1,615 

209 

22 

86 

1,816 

1.671 

171 

5.341 

Alaska 

959 

363 

6 

1 

418 

167 

4 

955 

Arizona 

6,871 

2,053 

408 

45 

396 

1,967 

1,922 

81 

6  791 

Arkansas 

3,901 

1,289 

252 

74 

178 

1.346 

682 

81 

3818 

California 

100,111 

39,133 

6,125 

1,409 

3,473 

31,073 

14,705 

4,191 

99  916 

Colorado 

8,495 

2,622 

231 

136 

564 

3087 

1.649 

206 

8  454 

Connecticut 

5,225 

1,705 

277 

13 

14 

1.901 

1,149 

166 

5,090 

Delaware 

1,729 

135 

2 

2 

1 

82 

1,505 

1 

1,727 

District  of  Columbia 

4.994 

1.653 

408 

30 

1 

1.784 

599 

520 

4,938 

Florida 

19,080 

7,650 

574 

62 

66 

4,892 

5  499 

339 

18.422 

Georgia 

7,931 

1,950 

442 

46 

52 

2,724 

2.545 

172 

7.655 

Hawaii  . 

92 

41 

0 

0 

1 

28 

23 

92 

Idaho 

2,895 

828 

200 

21 

329 

810 

670 

39 

2,864 

Illinois  . 

52,257 

11,005 

4,977 

987 

1,136 

26,080 

6.403 

1  668 

51,810 

Indiana 

9,767 

3,686 

764 

69 

276 

2.601 

2,246 

125 

9.527 

Iowa . 

3,859 

1,062 

112 

73 

828 

964 

750 

70 

3.839 

Kansas  . 

4,138 

811 

157 

100 

800 

1,344 

865 

62 

4,099 

Kentucky 

5,109 

1,518 

323 

30 

234 

1,616 

1,292 

96 

4,975 

Louisiana 

7,299 

2,101 

196 

76 

57 

2,830 

1,869 

169 

7.106 

Maine 

702 

288 

1 

0 

2 

227 

179 

5 

701 

Maryland 

5.404 

2.252 

179 

21 

40 

1,831 

1,000 

81 

5,332 

Massachusetts 

12,279 

2.669 

1,376 

101 

39 

6,099 

1,783 

213 

12,101 

Michigan 

15,891 

5,472 

1,084 

37 

152 

5.748 

2,551 

849 

15,821 

Minnesota 

14,977 

3,944 

783 

616 

830 

6.197 

1.830 

777 

14  837 

Mississippi 

3,292 

1,100 

118 

55 

89 

982 

875 

73 

3.171 

Missouri  . 

8,058 

1.907 

776 

255 

377 

3,013 

1,580 

150 

7.979 

Montana 

2,046 

496 

32 

1 

333 

744 

424 

17 

2.004 

Nebraska 

4,157 

626 

186 

94 

1,384 

1,015 

757 

96 

4,135 

Nevada 

1,559 

709 

42 

14 

378 

409 

6 

1,507 

New  Hampshire 

1,310 

460 

9 

1 

1 

415 

412 

13 

1,243 

New  Jersey 

13,855 

5,308 

540 

45 

9 

4.561 

3,125 

268 

13  500 

New  Mexico 

2,571 

665 

62 

11 

141 

988 

653 

52 

2.502 

New  York  . .  .  . 

79,374 

15,058 

9,863 

1,908 

477 

34.958 

12.178 

4,933 

78  237 

North  Carolina 

10.911 

2,850 

473 

56 

201 

4,243 

2.830 

256 

10.720 

North  Dakota 

1,512 

347 

19 

1 

341 

537 

248 

20 

1,505 

Ohio . 

20,917 

7.135 

1.085 

236 

346 

5,884 

5,955 

276 

20.274 

Oklahoma 

10,376 

2,673 

399 

219 

719 

4,268 

1.549 

550 

10,237 

Oregon 

5,768 

2,000 

405 

35 

220 

2,011 

1,027 

72 

5,714 

Pennsylvania 

30,279 

8,717 

3,776 

509 

175 

10,858 

5.548 

696 

29,598 

Rhode  Island 

2,982 

892 

229 

6 

1,256 

465 

134 

2  945 

South  Carolina 

2,648 

664 

59 

4 

51 

847 

992 

31 

2,545 

South  Dakota 

5,157 

496 

17 

1 

712 

662 

3,217 

53 

5.133 

Tennessee 

6,777 

1,861 

448 

63 

93 

2,456 

1.623 

232 

6  631 

Texas  . 

63,389 

16.481 

2  665 

965 

1,651 

31,706 

8,180 

1  742 

62.475 

Utah 

2.924 

1,272 

31 

29 

60 

858 

632 

41 

2  896 

Vermont 

450 

222 

— 

0 

10 

121 

93 

4 

449 

Virginia 

8,415 

3,294 

119 

42 

140 

2.024 

2.613 

184 

8.048 

Washington 

13,249 

3,809 

41 1 

49 

571 

5,515 

2,504 

391 

13.144 

West  Virginia 

2,991 

1,273 

69 

8 

1 1 

562 

1,034 

32 

2  843 

Wisconsin 

7,135 

2,661 

318 

100 

244 

2,507 

1,165 

140 

7,063 

Wyoming 

1.413 

384 

15 

4 

177 

518 

297 

17 

1.400 

District  of  Columbia— 
all* . 

5,029 

1,673 

408 

30 

1 

1,789 

608 

520 

4,970 

*  Includes  national  and  nonnational  banks  in  the  District  of  Columbia,  all  of  which  are  supervised  by  the  Comptroller  of  the  Currency 
NOTE:  Dashes  indicate  amounts  of  less  than  $500,000.  Figures  may  not  add  to  totals  due  to  rounding  Table  excludes  data  for  four  national 


banks 
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Outstanding  balances,  credit  cards  and  related  plans  of  national  banks.  June  30,  1983 

(Dollar  amounts  in  thousands) 


Total 

number 

of 

national 

banks 

Credit  cards  and 
other  related  credit  plans 

Number  of 
national  banks 

Outstanding 

volume 

All  national  banks 

4.713* 

1,965 

$27  569  893 

Alabama 

89 

26 

154,587 

Alaska 

5 

4 

49.049 

Arizona 

3 

2 

467,962 

Arkansas 

71 

11 

32,055 

California 

123 

89 

4  801.590 

Colorado  . 

194 

157 

477.706 

Connecticut  . 

14 

7 

255  595 

Delaware  . 

13 

8 

958  015 

District  of  Columbia 

17 

14 

107,838 

Florida 

201 

80 

943,984 

Georgia 

63 

27 

639,916 

Hawaii  . , . 

3 

1 

2,940 

Idaho  . 

7 

5 

82,255 

Illinois 

403 

163 

2,595,413 

Indiana  .  . 

115 

73 

353,411 

Iowa 

99 

41 

235,089 

Kansas 

155 

25 

1 10,524 

Kentucky . 

77 

27 

149,073 

Louisiana  . 

55 

16 

270,929 

Maine  .  . 

10 

9 

30,514 

Maryland  .  . .  . . 

26 

1 1 

58,739 

Massachusetts  . 

67 

53 

375.817 

Michigan  .  .  .  ......  . 

125 

84 

862,881 

Minnesota 

203 

127 

151,859 

Mississippi  . 

35 

3 

71,614 

Missouri  ,  .  . 

121 

44 

524,591 

Montana 

55 

26 

17,238 

Nebraska 

122 

32 

155,118 

Nevada 

5 

2 

50,908 

New  Hampshire  .  . .  .  . 

30 

23 

42,397 

New  Jersey  . 

80 

53 

339.780 

New  Mexico 

42 

9 

91,714 

New  York  . 

111 

61 

3,521,399 

North  Carolina 

19 

16 

552,092 

North  Dakota 

40 

21 

10,971 

Ohio  .  . 

160 

107 

880,182 

Oklahoma 

206 

45 

160,701 

Oregon  . 

7 

4 

228  492 

Pennsylvania  . 

201 

50 

579,672 

Rhode  Island  . 

5 

4 

93,183 

South  Carolina 

17 

12 

157,185 

South  Dakota 

30 

12 

2,886.061 

Tennessee 

69 

14 

230  541 

Texas  . 

834 

184 

1  002,304 

Utah  . 

7 

4 

83,920 

Vermont  . 

11 

3 

8,400 

Virginia  . 

62 

24 

494,903 

Washington  . 

23 

10 

828  859 

West  Virginia 

108 

19 

53,512 

Wisconsin 

125 

100 

329,716 

Wyoming 

50 

23 

6,699 

District  of  Columbia  allf 

18 

14 

107  838 

'  Does  nor  include  the  national  non-insured  trust  banks  one  each  in  Florida  and  Wisconsin,  or  the  two  national  banks  which  failed  to  file  reports 

one  each  in  Illinois  and  Ohio 

*  n c  ides  the  nonnafiona!  bank  in  the  District  of  Columbia  which  is  also  supervised  by  the  Comptroller  of  the  Currency 
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Consolidated  assets  and  liabilities  of  national  banks  with  foreign  operations.  June  30.  1983 

(Dollar  amounts  in  millions) 


Foreign*  and 

Domestic 

domestic  offices 

offices 

Cash  and  due  from  depository  institutions . 

$162  213 

$  73.572 

US  Treasury  securities  . 

30,434 

30  303 

Obligations  of  other  U  S  government  agencies  and  corporations 

12,562 

12,533 

Obligations  of  states  and  political  subdivisions  in  the  United  States 

39,211 

38,633 

Other  bonds,  notes  and  debentures  . 

6,584 

1 .437 

Federal  Reserve  stock  and  corporate  stock 

1.029 

908 

Trading  account  securities . 

11,242 

10  198 

Federal  funds  sold  and  securities  purchased  under  agreements  to  resell 

32,214 

32  017 

Loans,  total  (excluding  unearned  income) 

529  346 

391.794 

Less:  Allowance  for  possible  loan  losses 

6,142 

5  895 

Loans,  net  . 

523.204 

385  899 

Lease  financing  receivables . 

9,607 

7,768 

Bank  premises,  furniture  and  fixtures,  and  other  assets  representing  bank  premises 

12.297 

10,820 

Real  estate  owned  other  than  bank  premises 

1  902 

1,819 

Investments  in  unconsolidated  subsidiaries  and  associated  companies 

1.395 

4 1 5 

Customers'  liability  on  acceptances  outstanding 

42,790 

33,518 

Other  assets  . 

20,945 

47,099 

Total  assets  .  . 

907,626 

686  939 

Demand  deposits  of  individuals,  partnerships  and  corporations 

101,683 

101,683 

Time  and  savings  deposits  of  individuals,  partnerships  and  corporations 

289,631 

289,631 

Deposits  of  U  S  government  . 

1,000 

1,000 

Deposits  of  states  and  political  subdivisions  in  the  United  States 

19,124 

19,124 

Deposits  of  foreign  governments  and  official  institutions 

5,323 

5.323 

Deposits  of  commercial  banks . 

31,942 

31,942 

Certified  and  officers'  checks . 

5.193 

5,193 

Total  deposits  in  domestic  offices 

453,899 

453,899 

Total  demand  deposits 

132,569 

132,569 

Total  time  and  savings  deposits 

321,330 

321.330 

Total  deposits  in  foreign  offices* . 

21 1,339 

NA 

Total  deposits . 

665,238 

453,899 

Federal  funds  purchased  and  securities  sold  under  agreements  to  repurchase 

94,728 

94,474 

Interest-bearing  demand  notes  issued  to  the  U  S  Treasury 

10.829 

10,829 

Other  liabilities  for  borrowed  money . 

22,896 

11,387 

Mortgage  indebtedness  and  liabilities  for  capitalized  leases 

1  144 

1,134 

Banks'  liability  on  acceptances  executed  and  outstanding 

42,907 

35.999 

Other  liabilities 

23,575 

33.149 

Total  liabilities 

861,316 

640  869 

Subordinated  notes  and  debentures 

2,819 

2,578 

Preferred  stock 

83 

83 

Common  stock . 

8.027 

8,027 

Surplus  . 

12.734 

12,734 

Undivided  profits 

22,387 

22,387 

Reserve  for  contingencies  and  other  capital  reserves 

261 

261 

Total  equity  capital 

43,491 

43.491 

Total  liabilities  and  equity  capital 

907  626 

686.939 

Number  of  banks 

134 

*  For  reporting  purposes,  foreign  offices  include  Edge  and  Agreement  subsidiaries  located  in  the  U  S  and  branches  in  Puerto  Rico,  Virgin 


Islands  and  Trust  Territories 
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Income  and  expenses  of  foreign  and  domestic  offices  and  subsidiaries  of  national  banks,  by  states, 

January  1  to  June  30,  1983 — continued 

(Dollar  amounts  in  millions) 
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Income  and  expenses  of  foreign  and  domestic  offices  and  subsidiaries  of  national  banks,  by  states, 

January  1  to  June  30.  1983 

(Dollar  amounts  in  millions)  _ 
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Income  and  expenses  of  foreign  and  domestic  offices  and  subsidiaries  of  national  banks,  by  states, 

January  1  to  June  30,  1983— continued 

(Dollar  amounts  in  millions) _ _ _ 
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Income  and  expenses  of  foreign  and  domestic  offices  and  subsidiaries  of  national  banks,  by  states, 

January  1  to  June  30,  1983 — continued 

(Dollar  amounts  in  millions) 


West  Virginia 

Wisconsin 

Wyoming 

District  ot 
Columbia 
nonnational* 

108 

125 

50 

17 

$173  2 

$423  3 

$  93  2 

$  20 

10  3 

21  7 

4  0 

0 

30  2 

28  3 

7  0 

3 

93  6 

84  3 

20  4 

1  0 

26  6 

40  3 

106 

0 

7 

3  4 

2 

0 

.5 

6  5 

1 

0 

4  6 

10  4 

1  4 

0 

5  1 

15  4 

4  1 

2 

4  3 

43  2 

2  4 

0 

3  2 

11  0 

1  0 

0 

352  3 

687  7 

144  3 

36 

45  0 

103  1 

20  3 

6 

20  0 

57  5 

15  0 

2 

0 

11  7 

0 

0 

165  2 

253  5 

60  3 

1.2 

22  5 

55  8 

1  7 

1 

9 

7  2 

7 

0 

2 

9 

4 

0 

13  3 

33  9 

6  1 

.1 

5  6 

21  4 

6  4 

2 

33  6 

72.1 

138 

5 

306  1 

617.0 

124.7 

29 

46  2 

70  7 

196 

8 

6  7 

15  4 

3.3 

0 

39  5 

55  3 

16  4 

8 

9 

1 

4 

-  1 

1 

0 

1 

0 

8 

1 

3 

-  1 

40  3 

55  4 

16.6 

7 

0 

5 

0 

0 

40  3 

55  8 

16  6 

7 

19.5 

21.5 

7  0 

18  0 

0 

0 

1 

0 

19  5 

21  5 

7  1 

18  0 

1  8 

5  5 

1  2 

33 

5  2 

20  9 

63 

13  1 

3  4 

15  4 

5  1 

98 

52  6 

46  9 

52  2 

38  9 

6  7 

9  3 

1  9 

2  8 

12  8 

15  0 

14  1 

16  7 

14  9 

18  5 

18  2 

22  2 

86  9 

89  7 

86  4 

80  6 

14  4 

10  1 

37  8 

124 

Number  of  banks 

Operating  income 
Interest  ana  fees  on  loans 
Interest  on  balances  with  depository  institutions 

Income  on  federal  funds  sold  and  securities  purchased  under  agreements 
to  resell 

Interest  on  US  Treasury  securities  and  on  obligations  of  other  U  S 
government  agencies  and  corporations 
Interest  on  obligations  of  states  and  political  subdivisions  in  the  U  S 
Income  from  all  other  securities  (Including  dividends  on  stock) 

Income  from  lease  financing 
Income  from  fiduciary  activities 
Service  charges  on  deposit  accounts 
Other  service  charges  commissions  and  fees 
Other  operating  income 

Total  operating  income 

Operating  expenses 
Salaries  and  employee  benefits 

Interest  on  time  certificates  of  $100,000  or  more  (issued  by  domestic  offices) 
Interest  on  deposits  in  foreign  offices 
Interest  on  other  deposits 

Expense  of  federal  funds  purchased  and  securities  sold  under  agreements 
to  repurchase 

Interest  on  demand  notes  issued  to  the  U  S  Treasury  and  on  other 
borrowed  money 

Interest  on  subordinated  notes  and  debentures 

Occupancy  expense  of  bank  premises,  net,  and  furniture  and  equipment 
expense 

Provision  for  possible  loan  losses 
Other  operating  expenses 

Total  operating  expenses 

Income  before  income  taxes  and  securities  gams  or  losses 

Applicable  income  taxes 

Income  before  securities  gams  or  losses 

Securities  gams  (losses)  gross 
Applicable  income  taxes 

Securities  gams  (losses),  net 

Income  before  extraordinary  items 
Extraordinary  items,  net 

Net  income 

Cash  dividends  declared  on  common  stock 
Cash  dividends  declared  on  preferred  stock 

Total  cash  dividends  declared 

Recoveries  credited  to  allowance  for  possible  loan  losses 
Losses  charged  to  allowance  for  possible  loan  losses 

Nef  loan  losses 

Percent  of  total  operating  income 
Interest  on  deposits 
Other  interest  expense 
Salaries  and  employee  benefits 
Other  noninterest  expense 
Total  operating  expenses 

Ra'io  of  net  income  to  total  equity  capital  (end  of  period)-percent 


onal  banks  m  the  District  Ot  UOlumbia  are  superviseu  uy  me  e,umMue»ie.  u.  oc  Holinflfi  fn 

Dashes  indicate  amounts  of  less  than  $50  000  Figures  may  not  add  to  totals  because  of  rounding  Foreign .offices  are  deFnedto 
n r  Jde  Edge  Act  and  Agreement  subsidiaries  in  the  US  branches  located  in  Puerto  Rico^  the  Virgin  Islands  anc I  U_S,  Trust 

. . .  es  and  branches  and  subsidiaries  located  in  foreign  countries  Data  are  from  the  consolidated  report  ofmcome  filed  qua i 'e  v 

at  onal  banks  Two  national  nonmsured  trust  companies  one  each  in  Florida  and  Wisconsin  are  not  included  m  this  table, 
o  rationa.  banks  one  each  m  Illinois  and  Ohio  that  failed  to  file  reports 
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National  banks  engaged  in  lease  financing,  June  30.  1983 

(Dollar  amounts  in  thousands) 


Total  number 
of  national 
banks 

Number  of  banks 
engaged  in  lease 
financing 

Amounts  of  lease 
financing  at 
domestic  offices 

All  national  banks . 

4,713* 

1.010 

$8  949,343 

Alabama 

89 

17 

34,063 

Alaska 

5 

2 

5  059 

Arizona 

3 

1 

103,772 

Arkansas  . 

71 

16 

23,385 

California  . 

123 

31 

3  347,038 

Colorado  . 

194 

75 

1 26  202 

Connecticut  . 

14 

2 

48,355 

Delaware . 

13 

0 

0 

District  of  Columbia 

17 

6 

27,821 

Florida 

201 

29 

71,234 

Georgia 

63 

13 

117,628 

Hawaii  . 

3 

1 

1,562 

Idaho  . 

7 

3 

63,659 

Illinois  . 

403 

76 

127,234 

Indiana 

115 

32 

151,106 

Iowa . 

99 

24 

1 1  906 

Kansas 

155 

32 

15,209 

Kentucky . 

77 

13 

136,731 

Louisiana 

55 

1 1 

65,205 

Maine 

10 

0 

0 

Maryland  . 

26 

8 

87.891 

Massachusetts  . 

67 

14 

492,517 

Michigan  . 

125 

17 

249.847 

Minnesota  . 

203 

56 

158  467 

Mississippi  . 

35 

6 

12,066 

Missouri  . 

121 

29 

106,682 

Montana  . 

55 

17 

5  092 

Nebraska 

122 

40 

65,339 

Nevada 

5 

2 

25  924 

New  Hampshire 

30 

2 

783 

New  Jersey  . 

80 

15 

120,321 

New  Mexico 

42 

18 

4,558 

New  York . 

1 1 1 

22 

600  686 

North  Carolina 

19 

6 

301 .366 

North  Dakota 

40 

14 

7,022 

Ohio  . 

160 

57 

457,265 

Oklahoma 

206 

79 

34,137 

Oregon . 

7 

2 

77,965 

Pennsylvania 

201 

15 

368.355 

Rhode  Island  . 

5 

2 

204  564 

South  Carolina 

17 

2 

13.370 

South  Dakota 

30 

8 

1,268 

Tennessee 

69 

19 

47.838 

Texas  . 

834 

96 

410.138 

Utah  . 

7 

3 

99  026 

Vermont . 

1 1 

0 

0 

Virginia 

62 

7 

70  272 

Washington 

23 

9 

363  740 

West  Virginia 

108 

13 

8.175 

Wisconsin 

125 

32 

75,102 

Wyoming  , 

50 

16 

2,398 

District  of  Columbia — allt 

18 

6 

27.821 

*  Does  not  include  the  national  noninsured  trust  banks,  one  each  in  Florida  and  Wisconsin,  or  the  two  national  banks  which  failed  to  file  reports 
one  each  in  Illinois  and  Ohio 

t  Includes  the  nonnational  bank  in  the  District  of  Columbia,  which  is  also  supervised  by  the  Comptroller  of  the  Currency 
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Total  loans  past  due  at  national  banks,  by  states,  June  30,  1983 

(Dollar  amounts  in  millions) 


Reporting  national  banks 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia 
Florida 


Georgia 

Hawaii . 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 


Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 
New  Mexico 
New  York 
North  Carolina 
North  Dakota 
Ohio 

Oklahoma 
Oregon 
Pennsylvania 
Rhode  Island 

South  Carolina 
South  Dakota 
Tennessee 
Texas 
Utah 
Vermont 
Virginia 
Washington 
West  Virginia 
Wisconsin 
Wyoming 


Number  of 
banks* 


4.679 


89 

5 

3 

71 

120 

193 

13 

13 

17 

186 

63 

3 

7 

403 

115 

99 

155 

77 
55 
10 

26 

66 

124 

203 

34 

121 

55 

122 

5 

30 

78 
42 

110 

19 

40 

160 

205 

7 

201 

5 

17 

30 

69 

831 

7 

11 

62 

23 

106 

123 

50 


Type  of  loan 


Real  estate 


$9  442 


60 

20 

123 

71 

3.275 

123 

62 

8 

94 

302 

59 

1 

48 

568 

147 
51 
26 
87 
87 
12 

73 

97 

296 

197 

62 

86 

27 

21 

22 

16 

211 
21 
665 
66 
1 1 
357 

148 
129 
354 

25 

17 
19 
88 
491 
159 
1 1 
118 
240 
63 
107 
23 


Commercial  and 
industrial 


$16  692 


88 

23 

153 

78 

2.532 

265 

124 

2 

87 

232 

112 
3 
65 
2  525 
124 
44 
34 
89 
229 
8 

55 

303 

318 

318 

53 
199 

33 

33 

29 

19 

149 

48 

1,888 

196 

31 

360 

397 

199 

572 

107 

33 

35 

108 
3,070 

51 

14 

63 

874 

40 

220 

54 


Personal 


$2,917 


43 
3 

44 

15 
314 

49 
28 

40 
12 
93 

41 
1 

14 

193 

50 

16 
20 
30 
57 

7 

18 

70 

45 
45 
28 
45 

14 

17 

7 

8 

53 

18 
425 

45 

6 

131 

52 
20 

141 

15 

17 

130 

53 
226 

20 

2 

58 

54 
35 
25 
23 


All  other 


$3,985 


17 

59 

18 
1.411 

48 

23 

1 1 
62 

15 

17 

426 

44 

35 

21 

14 

19 


9 

63 

59 

93 

25 

54 

19 

53 

12 


18 

16 

514 

37 

18 

58 

59 
47 

158 

18 

8 

43 

14 

208 

7 

9 

88 

1 

27 

6 


Total 
domestic 
loans  f 


$33,692 


224 

47 

379 

188 

7,542 

518 

238 

51 

206 

703 

232 

6 

145 

3,785 

387 

164 

118 

232 

398 
29 

158 

537 

740 

691 

173 

399 
104 
157 

70 

47 

440 

112 

3,502 

344 

81 

926 

702 

396 

1,241 

166 


78 

237 

272 

,071 

237 

29 

252 

,261 

144 

401 

127 


Foreign 


$7,687 


22 

1,974 

9 

70 

26 

33 


640 

7 

1 

11 


41 

432 

37 

85 

82 


3,427 

41 

33 


193 

9 


2 

348 


1 

147 
1 1 


*  Does  nor  include  two  national  noninsured  trust  companies  two  banks  that  failed  to  file  June  1 983  reports,  banks  with  no  loans  outstanding  as 

of  the  report  date  or  the  nonnational  bank  in  the  District  of  Columbia  . 

*  s  >rr  of  pea,  estate  Commercial  and  industrial  Personal  and  All  other  past  due  loans  and  leases  is  less  than  the  Total  domestic  because  non- 
accruai  cans  are  not  reported  by  loan  type  by  banks  filing  the  abbreviated  Report  of  Condition  and  as  a  result  are  counted  in  the  total  figure 

Dashes  indicate  amounts  of  less  than  $500  000  a  blank  space  indicates  that  the  state  has  no  national  banks  with  foreign  ottices 
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Average  national  banks'  percent  of  loans  past  due  at  domestic  offices,  by  assets 


Average  national  banks'  percent  of  loans  past  due  at  foreign  offices,  by  assets 


Assets  in  millions  of  dollars 

$300 

to 

$900 

$900 

to 

$5,000 

$5,000 

or 

more 

All 

national 

banks 

All  foreign  office  loans 

December  1982  . 

6  9 

8  5 

5  6 

7  6 

March  1983  . 

11  5 

8  9 

5  7 

8  4 

June  1983 

179 

8  9 

7.8 

9  6 

NOTES: 


These  figures  include  non-accrual  and  past  due  loan  and  lease  financing  receivables. 

Past  due  loans— These  items  are  (1 )  single  payment  notes  30  days  or  more  past  maturity;  (2)  single  payment  notes 
with  interest  due  at  specified  intervals  and  demand  notes  on  which  interest  is  due  and  unpaid  for  30  days  or  more; 
(3)  amortizing  real  estate  loans  and  closed-end  monthly  installment  loans  and  lease  financing  receivables  in 
arrears  two  or  more  monthly  payments,  or,  if  scheduled  other  than  monthly,  when  one  scheduled  payment  is  due 
and  unpaid  for  30  days  or  more;  (4)  open-end  credit  accounts  on  which  the  customer  has  not  made  the  minimum 
monthly  payment  or  two  or  more  billing  cycles;  and  (5)  unplanned  overdrafts  outstanding  30  days  or  more  after 
origination. 

Non-accrual  loans—  These  items  are  (1 )  those  maintained  on  a  cash  basis  because  of  deterioration  in  the  financial 
position  of  the  borrower;  and  (2)  those  on  which  principal  or  interest  has  been  in  default  for  a  period  of  90  days  or 
more  unless  the  obligation  is  both  well  secured  and  in  the  process  of  collection,  in  which  case  it  is  considered 
merely  past  due. 

Average  banks'  percent  of  loans  past  due — Percentages  reported  are  averages  of  individual  banks'  percentages 
of  loans  past  due  with  each  bank  accorded  the  same  weight  regardless  of  size,  those  individual  bank  percentages 
are  based  on  dollar  value  of  loans  past  due.  All  figures  are  as  of  the  last  day  of  the  month  indicated 

Loan  categories — The  loan  categories  for  this  table  correspond  to  those  for  the  report  of  condition  except  for 
“Other  loans."  “Other  loans”  includes  loans  to  financial  institutions,  loans  for  purchasing  or  carrying  securities, 
loans  to  farmers  and  all  other  loans  not  included  in  the  specified  categories 

Data  for  prior  periods,  based  on  slightly  different  definitions,  may  be  found  in  the  Quarterly  Journal.  Volume  2. 
Number  1,  pp.  229-232. 
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